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j PREFACE || 

This is a basic book prepared for Senior Secondary School students on 
the Evolution of Indian Economy. The contents of the book have been 
organised strictly in accordance with the latest Syllabus prescribed by the 
Central Board of Secondary Education, New Delhi for the Senior 
Secondary School Examination of Class XI. 


The Evolution of Indian Economy has been covered in three units in 
accordance with the syllabus. We have tried our level best to elucidate 
every point with the latest available data on the subject. The language can 
be easily understood by those for whom the book has been primarily 
prepared. The subject matter has been treated and prepared in a way so as 
to develop the understanding, analytical approach and conclusion-drawing 
capability of the students and to prepare them to take up the responsibility 
of economic growth with stability. 


We have tried our level best to keep the subject matter within the limits 
of the time schedule assigned by the Central Board for the coverage of the 
*'ibject. 


At the end of each chapter Points to Remeniber have been given so 

‘at the students may have a bird's-eye view of the subject matter covered 

‘a the chapter. The questions given are well-graded and,wherever was felt, 
hints have also been given to provide for clearer understanding, 


We will feel amply rewarded if even a small percentage of the total 
Student community feel prepared to major up in the discipline of 
Economics. We are confident that the present book will prove handy for 
the teachers and help the students to understand the various complexities - 
of the subject. 


Suggestions for improvement of the book from any quarter will be 
acknowledged with gratitude. 
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UNIT I 
IMPACT OF BRITISH RULE ON 
THE INDIAN ECONOMY 


1. Indian Economy During the Pre-British Period 
2. Economic Consequences of British Conquest 
3. Indian Economy during British Rule 


4. Constructive and Destructive Role of the British Rule in India 


1 


Indian Economy During The 
Pre-British Period 


A number of foreign travellers who came to India during 17th and 18th 
century wrote extensively about the riches and wealth of this country. It 
is indeed very strange that such a rich and prosperous country got 
reduced to the status of a poor, stagnant, and under-developed country 
within a span of two centuries. It is a long story and it all began with the 
arrival of the Britishers around the early eighteenth century. 


India being a rich and prosperous country, Indians were having quite a 
high standard of living. Things of daily use such as rice, milk, flour, 
butter, sugar, etc. were available-in abundance even in small villages of 
India. Indian farmers could produce sufficient for the needs of the 
country. The skilis of Indian craftsmen were admired throughout the 
world. Luxury fabrics, cotton and woollen textiles, brocades eic. were 
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famous throughont the world and India earned gold and silver in 
exchange of all these things. The metal industry was also developed and 
the iron pillar of Delhi within the precincts of Qutab Minar is a standing 
testimony io it. Shipping industry too was prosperous. Not only this, a 
number of handicrafts flourished both in the rural and urban areas. In 
brief, Indian economy of those days could be termed as a prosperous 
economy. 


Industrial Revolution in England and Europe and the dwindling 
political power of the Great Moughal Empire in India proved to be a 
turning point in Indian History. The British, French and Portugvesetried 
to take the maxium advantage of the changed situation. Though they all 
came to India as traders, they also tried to exploit the dwindling political 
Situation to rule this country. In the battle for supremacy, the Britishers 
were most successful and by 1857 they got complete political hold on the 
country leaving aside a smail territory consisting of Goa, Daman, Diu 
and Pondicherry which was under Portugitese rule. 


For the first hundred years, the Britishers exploited every opportunity 
as cunning traders, And after 1857 when they became the rulers of the 
whole country, they exploited the situation in such a planned way as to 
reduce the once rich and Prosperous country to the status of a poor, 
backward and underdeveloped colony. Pt. Jawahar Lal Nehru in his 
famous book ‘Discovery of India’ has Tightly pointed out: “Indeed some 
kind of chart might be drawn up to indicate the close connection between 
length of British Rule and progressive growth of poverty. That rule 
began with outright plunder, and a land revenue System which extracted 


the uttermost farthing not only from the living but also from the dead 
cultivators. It was pure loot." 


Indian Economy in the Pre-British period 


To understand the salient features of Indian economy in the pre- 
British period, we have to study the essential features of (i)Structure of 
the village community (ii) The character of town (iii) The character of 
agriculture and industries. (iv) The character of internal and foreign trade 
(v) Quality of Indian Product (vi) The state of means of transport and 
communications and (vii) Banking and Finance. 


(i) The structure of the village community 


The villages of India were self-sufficient. The village community was 
based on a simpie division of labour. The farmers cultivated the land and 
also followed animal husbandry. The non-farmers were classified by 
occupations such as weavers, carpenters, blacksmiths, goldsmiths, 
potters, oil pressers, cobblers, barbers, hakims, vaids and moneylenders 
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etc. All these persons were pursuing their hereditary occupations. 
Generally, most of them were paid in kind in lieu of their services at the 
time of harvest. Rural artisans provided tools and implements to the 
farmers and they too received their raw materials from agriculture. 
Thus, the interdependence of agriculture and handicrafts provided the 
basis of the small village republics io function independently of the 
outside world. However, the villages did acknowledge some outside 
authority of nawab or king to whom the farmers used to pay a portion of 
their agricultural produce varying between one-sixth to one-third or even 
in some periods one-half as land revenue. 


There were three distinct classes in the villages (a) the agriculturists, 
(b)the village artisans or village service personnel and (c)the village 
Officials. 


(a) Agricuiturists : The number of this class was the largest because 
the main occupation of the people was cultivation. The land they. 
cultivated belonged to the farming community. The land was not owned 
by individuals. It was not bought and soid. Each family had the right to 
cultivate the land. Land was easily available because population was 
small and each could get enough land to cultivate. Hence there was no 
necessity of owning the land. Agriculturists were under compulsion to 
pay a part of their produce to the king or the nawab. We can call this 
system as feudalism. These payments were generally high, sometimes 
one third or one-half of the produce. 


(b) Artisans : The village artisans viz carpenters, blacksmiths, 
goldsmiths, potters, oilseed pressers, shoe makers and washermen, etc. 
provided various goods and services to the village community. These 
artisans produced a variety of goods. Most of these goods were used 
within the village. The surplus goods were sold in the weekly hats, 
bazars or melas for cash and kind. In some villages work of spinning 
and weaving was also done. The artisans used to get their remuneration 
in kind at the time of harvest. The payments were fixed by customs or 
traditions. The barber, the washerman and religious pandits or molvis 
were also paid in kind at the time of harvest. Some artisans also took to 
cultivation. There was no bar for them to do cultivation. 


(c) Village Officials : The village adminstration was conducted by 
the Panchayat. It settled disputes and administered justice. The rulers, 
viz., rajas or nawabs did not interfere in the village affairs. Thus, the 
villages were ‘little republics’. Three officials viz (i) Patel was the 
headman of the village. He coilected land revenue. He was responsible 
for maintaining law and order in the village. He aiso used to be the 
chairman of the village panchayat (ii) Patwari or Kulkami was the 
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official who kept land records of the village and (iii) Chowkidar used to 
report crime to the nearest police station. He also guarded the boundaries 
of the village. He used to keep the register of births and deaths. Birth 
certificates were issued by him. 

. Most. of the villages of India were self-sufficient and totally cut off 
from the outside world. The needs of its inhabitants were limited. These 
needs could easily be satisfied by the resources available within the 
village. Lack of means of transportation and communication 


Barter system of exchange was Prevalent whereby goods were 
exchanged with goods. Grains used to serve as the common measure. 


villages, competition had no plac 
the features of the old economic order. 


Towns had come into being Principally on account of the following 
three reasons: 


(a) Towns were the places of Pilgrimage or sacred religious centres 
like Varanasi, Allahabad, Gaya, Nasik, Puri, etc. 


(b) Each town was the seat of a court of a province like Delhi, 
Lahore, Poona, Lucknow, Dacca, Tanjore etc. 


(c) Towns were trading or commercial Centres. They existed on 
important trade routes such as Mirzapur, Bangal 


lore, Hubli, etc. 
Town life was commercialised and was based on division of labour. 
Towns were dependent on villages for the supply of foodgrains and other 
agricultural products. Urban industry produced luxury and semi 
goods. A part of these were sold to villagers in the fairs, melas or 
Kumbhs, etc. Villagers also used to buy goods for their relatives from 
pilgrimage towns on their visit to these places. 


In the towns, iron industry, textile industry, sandal wood work, and 
handicrafts flourished. The Indian goods were admired by foreign 
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countries also. Our traders used to take these goods abroad and in retum 
brought gold mohars. There was prosperity all around due to which india 
was well known as a Golden Sparrow". Foreign rulers invaded India to 
loot her gold. 


The collection of goods and their subsequent sale had reached a high 
degree of development in towns. Large commercial houses flourished in 
towns. Money was used as a medium of exchange. Hundis drawn by 
Shahs or bankers were accepted not only in the country but outside India 
also. Rent, wages, interest and the price of other goods were determined 
more by competition than by customs and traditions. 


(iii) The Character-of Agriculture and Industries: 


Agriculture: Though India was predominantly an agricultural 
country, yet it had a good number of rural and urban industries. Cur 
agriculture in the mid-eighteenth century had the following basic 
features: 


3) Agriculture was a subsistence occupation. 
Cultivators produced for the consumption of their families. 


b) Main crops were food crops only. Cotton, oilseeds, sugar-cane 
and jute were also grown. 


c) The products were sold locally. 


d) Itwasa primitive occupation using old and inefficient methods of 
production. 


Industries: 


a) Rural industries: Our rural industries were wide spread 
throughout the length and breadth of the country. Each village 
had its own set of industries. Coarse weaving, grinding of grain, 
rice milling, oil pressing and sugarcane pressing were found in 
most of the villages. The division of labour was simple. Labour 
was immobile. 


b) Urban Industries: The skill of the Indians in the production of 
delicate woven fabrics, in the mixing of colours, the working of 
metals and precious stones and in al! manners of technical arts 
has from very early times enjoyed a world wide celebrity. The 
India was very famous for her urban industries in other countries. 
Muslin of Dacca was the finest in the world. A 40 yard long 
and one yard wide muslin roll could pass through a finger ring. 
Dhotis and dupattas of cotton fabrics were famous for their fine 


texture. Choppals, bandanas and corals of silk manufactures 
were widely liked. Kashmir woollen shawls were artistic 
products. Enamelled jewellery, stone carving had no match in 
the world. Perfumes, leather goods, brass utensils and cutlery 
were liked every where. The artisans produced arms, arrows and 
Shields of iron. Ship-building also prospered. In places of 
pilgrimage, brass industry produced vessels, utensils used in 
worship and bells etc. In capital towns of kings and nawabs, fine 
textile, embroidery, gold and silver work, stone, ivory and wood 
carving were very popular. 


The craftsmen worked in their own homes to produce goods for their 
customers. The material was supplied by the customer. The crafts-man 


regulated the entry of members into the craft, Supervised the quality of 
product and helped their members in time of need. 

The division of labour was 
was Split up into several Processes and each process was in the hands of 
different sets of artisans, Ea 
The products were not for self 


Hundies facilitated transactions among traders. 


Externa! trade was also considerable. India was the leading exporter 
of manufactured goods like textiles, handicrafts, brocades, embroideries, 
silk fabrics, metalwares, arms, arrows, shields, precious stones, spices 
etc. and her credit was very high. Hundies drawn in India were also 
honoured in foreign countries, — 


(v) Quality of Indian Products 


In those days, there was no arrangement to certify the quality of the 
products. However, every effort was made to maintain the quality of the 
products. Indian products were popular throughout the world and all 
purchasers were satisfied about the quality of the Product. In fact, 
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consumers only wanted to know if a particular commodity was an Indian 
product or not. Affiliation of the word Indian with any product was 
sufficient to guarantec about its quality. This indeed was a creditable 
achievement of Indian producers of those days. 


(vi) The state of means of transport and communication 


The means of internal transport and communications were highly 
unsatisfactory. Roads were kachha and were fit for carts only. There 
were no good bridges over the rivers. The carts were made largely of 
wood. Rivers were the major means of transportation. The Indus and 
the Ganga with their tributaries were used for transport by boats. Our 
position in respect of sea transport was very good. India was known as 
the Mistress of the Eastern Seas. We had built up many sea-ships and 
were doing flourshing business through sea-routes. 


(vii) Banking and Finance 


The banking system prevailed since early times. Seths and Mahajans 
were carrying out the business of money lending and money changing. 
They were also the traders and landlords. The big bankers were known 
by the nick name of Jagat Seths. They used to provide finances to the 
rulers and higher-ups in the society. Even the European merchants too 
used to depend upon the Indian bankers for financial help. 


Indian society was a feudalistic society where the producer was 
required to fulfil certain economic demands of an over-lord. These 
demands took the form of services to be performed or of dues to be paid 
in money or kind. The king or the emperor appointed various types of 
intermediaries to collect land revenues for the state. The king or the 
emperor was not the proprietor of land but he had the right to collect land 
revenue. Since land was freely available for cultivation, the feudal lords 
or the kings were never interested in acquisition of land rights. However, 
they always tried to squeeze out maximum rent from the peasants. 


Alongwith feudalism, capitalism was also coming up. Handicraft 
sector of the economy witnessed capitalistic tendencies. A better-off 
artisan started employing a poor-arisan against wage payments. 
Similarly, the capitalistic forces could be seen in the trading activity. But 
these forces could not get momentum in the country during that period. 
Social Institutions 

The economic life is directly interlinked with social institutions and 
hence it is appropriate to describe briefly the important social institutions. 
The caste system and the joint family system introduced the functional 
division of the society. A person born in a particualr caste was supposed 
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to do the job prescribed for that caste. The son of a carpenter became a 
carpenter and the son of a barber became a barber and so on. The 
economic organisation was simple and it worked admirably well for a 
long time. In urban areas the caste system worked as guilds providing 
necessary training to all the members of the caste. They also tried to 
safeguard their economic interests. The biggest drawback of the caste 
System was the division of the society into water-tight compartments 
resulting in excess manpower in one occupation and shortage in another. 
Mobility of labour between various occupations was restricted due to the 
caste system. 


Joint family system was another characteristic of the Indian society. 
Under this system ali members of a family from grand parents to grand 
children lived and worked together. They maintained the family from the 


In reality Indian econom 
admirably well. Ours was a 
enough vitality to grow at a 
and balance between a 
anywhere in the world. In short, India in the mid-ei 
well equipped to meet ever increasin, 
The economy, when exposed to violen 


Rule, gave in and was reduced to the Status of an undeveloped economy. 


Points To Remember 

Britishers, French and Portu 
Century. 

Indian economy in the pre-British era w. 
living was high. Things of common use w 
also made considerable progress. The 
prosperous. 


Industrial Revolution in England and Europe and the dwind 
Great Mughal Empire proved a turning point in Indian History. 


Bucse came to India as traders in early 18th 


as rich and prosperous. Standard of 
ere freely available. Rural industries 
economy of those days was quite 


ling power of the 


In the race of supremacy, Britishers succeeded and became the rulers of India. 
` They exploited our rich and Prosperous country in such a planned manner as to 
reduce it to a backward and underdeveloped economy. 
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Indian economy before the British can be understood by the study of 
economic life in villages, towns, character of industries, character of internal and 
external trade, quality of Indian products, means of transport and 
communications and banking and finance. 


Villages were self-sufficient. There was simple division of labour. Farmers 
cultivated land and tended cattle. Land was the property of the village. Land 
revenue in kind or cash was paid to the king or the ruler. Foodgrains were 
produced for self-consumption. Things of daily use were produced in sufficient 
quantities. 


Agriculture was the main occupation. Land was not bought and sold. Each 
family had the right to cultivate land. 


Artisans such as carpenters, black-smiths, potters, barbers, cobblers, etc. 
provided services to the village community. 


Village officials were Patel-the headman of the village, Patwari and 
Chowkidar. 


Villages were isolated and self-sufficient. The trade in villages was based on 
barter system. 


, Each town was a place of pilgrimage, sacred religious centre and seat of a 
court, and was situated on important trade routes. In towns various types of 
industries flcurished. Some of themwere: iron, textile, silk, woollen, sandal 
woods, and wood craft;Money was used asa medium of exchange. Credit money 
was also used in the form of hundis. 


Industries: Rural industries were wide spread throughout the country. Each 
village had its own set of industries. 


Urban industries were famous throughout the world. Craftsmen worked on 
their own to produce goods for their customers. The division of labour was not 
as simple as in villages. Production of goods was split up into several processes 
and each process was in the hands of different set. of artisans. 


Internal trade was very much restricted because rural sector did not participate 
in the trade activity. External trade, however, was extensive. India was the 
leading exporter of manufactured goods. 


Indian products were of very high quality. To be a product of Indian origin 
was enough proof for its high quality. In fact the certification of Indian origin 
was proof enough for the quality of goods. 

Means of transport and communications were very unsatisfactory. However, 
our position in sea transport was very good. 


There was also a community of bankers in India. Seths and Mahajans carried 
out the business of money lending and money exchange. Europeans traders in 
India also depended on Indian bankers for financial help. 
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QUESTIONS 


1. What was Indian economy like before the British Rule? 


2. What were the main characteristics of rural life in India during the middle 
of the 18th Century? 


3. Briefly describe: 
(a) The self- 


G) (a) Agriculturists, (b) Artisans and (c: 
Gi) Causes of the origin of towns in India. 
(iii) Caste System. 

(iv) Joint Family System. 

(v) Exports of India, 


5. Describe and distinguish the village and town life of Pre-British period. 


) Village officials, 
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Economic Consequences of 
British Conquest 


India had been conquered by many invaders before the Britishers but 
most of them settled here. The difference of the British conquest lies in 
the fact that it led to the emergence of a new political and economic 
System whose interests were rooted in a foreign soil and whose policies 
were guided solely by those interests. Whereas the early invaders 
Indianized themselves, the Britishers tried to keep a distance between 
them and the Indian people and thus created the distinction, erstwhile not 
known to Indian history, of the foreign rulers and the Indian subjects. 


The British conquest took a period of 100 years. It started in 1757 
when India lost the Battle of Plassey and was completed in 1858 when 
Indians failed to win the First War of Independence in 1857. 


The British conquest led to the dis-integration of the village 
community partly by the introduction of the new land revenue system 
and partly by the process of commercialisation of agriculture. The new 
land revenue system and the commercial agriculture meant untold 
exploitation of the Indian peasantry. The British were not interested in 
the development of India as such. The setting up of railways, creation of 
irrigational facilities, expansion of western education or the creation of 
permanent revenue for the government etc. were meant to drain Indian 
wealth and economic resources to England. They always thought of 
necessary movement of troops for efficient control of Indian 
adminstration and better transportation to send raw materials for British 


industries. 


We can understand the impact of British conquest on Indian economy 
under the following heads: 


(i) Growth of new land revenue system. 
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(ii) Commercialisation of Indian Agriculture. 
(iii) Decline of Indian Handicrafts, 
(iv) The process of revivai of Indian industries and emergence of Indian 

capitalist enterprise, 

(v) Role of foreign capital. 

(vi) Setting up of railways. 

(vii) Colonial character of foreign trade. 
(viii) Changing character of big towns, 

(ix) Plundering of wealth and the economic drain, 


(i) Growth of New Land Revenue System’ 


When the Britishers came to India, our villages were self-sufficient. 


was extended to north-eastern and north-western India. 
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Under both the systems the land revenue was payable in cash and not 
in kind. Land revenue came to be determined as a certain fixed sum of 
moncy instead of a portion of the produce. Individual cultivators were 
made responsible for the payment of land revenue. It no more remained 
the collective responsibility of the community. In both the cases the land 
rents fixed were excessive. Both the systems were instrumental in the 
destruction of the organic village community based on custom and 
tradition. 


The payment of land revenue in cash made it obligatory for the 
cultivator to sell a part of his produce in the market. He had to sell it in 
the market, even if it meant that he would have to purchase it again some 
time later to meet the food requirements of his own family. The new land 
revenue system resulted in commercialisation of agriculture. This 
completely disturbed the rural life. The cultivator was cultivating for the 
village only. Now he had to go to the market for obtaining cash for the 
payment of land revenue. Previously there were no class distinctions. 
‘The zamindari system divided the village society into big landlords, rich 
zamindars, cultivating owners, non-cultivating owners, tenants and the 
landless agricultural labourers. The position of the landless labourers 
became worst as they were paid paltry sums as wages towards their 
labour. They were reduced to the position of slaves and serfs. The 
zamindars became absentee landlords who were more interested in 
squeezing higher land rents than payable to the Government. 


The increased pressure of population resulted in a high demand for 
land which helped the zàmindars to charge exorbitant rent and numerous 
charges from the tenant cultivators. The result of the whole change in the 
land system led to the emergence of subsistence agriculture. Even the 
ryotwary system lost its original form and the high revenue forced the 
peasant cultivators to sell land to absentee-landlords or moneylanders. 
The British land system introduced by Cornwallis, thus helped the 
concentration of power in the hands of absentee-landlords and 
moneylenders in rural India. It depressed agriculture and the peasantry. 


(ii) Commercialisation of Indian Agriculture 


Commercialisation of agriculture means production of crops for sale 
rather than for family consumption. At every stage of the economic 
history of the nation, a part of the agricultural output is produced for the 
market. Then, what distinguished commercial agriculture from normal 
sales of marketable surplus? It was a deliberate policy worked up under 
pressure from British manufacturers and merchants to procure more and 
more of raw materials for the industries in England. 
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CAUSES : 


(b) Commercial agriculture WaS also due to the demand of the 


payment of land revenue in cash by the state and excessive rents by the 
zamindars or landlords from the cultivators, 


(c) With the development of a network of railways, Indian agriculture 
began to produce for World markets, Railways linked the mandis with 


Ports and $0 the British agents Situated in our villages and towns 


goods of British industries to the towns and m 
of our industries, 


Bengal famine of 1943 was a 
itude, t 15 lakh persons died due 
to hunger. 


Before the advent of British rule in India the famines were localised to 
those scarcity areas where the cfops had shrunk on account of bad rains, 
but thereafter the famines meant high food prices and chronic agricultural 
unemployment. The mass of the Poor people found it impossible to 
Purchase food. Two factors were responsible for Pushing up food prices. 
First the shortage of food helped the hoarders to keep back the stocks and 
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push up the prices. Secondly the government did not allow any decrease 
in the export of food-grains even in the lean years. Thus both 
accentuated the gravity of the problem. 


As pointed out earlier the self-sufficient character of Indian villages 
changed due to commercialisation of agriculture. The rural people came 
to depend upon the outside forces. This disturbed all the arrangement of 
self-sufficient economy of Indian villages. Since land became a private 
property, class distinctions also staried. 


The cultivator, who had gone to the town for selling his product, came 
under the influence of the merchant capitalist. This merchant capitalist 
began to provide him with short term capital for raising the crops. Thus 
the cultivator was caught up by the merchant who exploited the illiterate 
Cultivator in many ways. 


Another consequence of commercialisation was the growing poverty 
of the agriculturist. The cultivator did not possess any economic reserves 
to fall back upon in bad times. He had to borrow. A large proportion of 
Indian cultivators got into debt due to their inability to pay land revenue 
as a result of bad crops. The agrculturists were caught in the traps of the 
moneylenders who treated them like slaves. The evil of bonded labour is 
a direct result of rural indebtedness. 


The land holdings began to be divided and sub-divided and came to be 
Scattered in different small pieces of land. This happened because of 
() growing rural indebtedness (ii) transfer of land to different 
moneylenders (iii) pressure of population increased on land on account of 
fall of handicrafts. Fragmentation and subdivision created many 
Probiems, Litigation increased. Agricultural productivity fell down. 
The cultivator became poorer. 


Above all, agriculture acquired a colonial character. The merchant 
Capitalist tempted the cultivator to sell his produce to him. The produce 
was exported to England to feed their industries. The carrier on its return 
journey would bring the manufactured goods which were sold to the 
Cultivators. In this way, agriculture became the subject of colonial 
exploitation at the hands of the Britishers. 


The new land revenue system and the commercialisation of 
agriculture (i) sounded the death-knell of the self-sufficient agricultural 
System prevalent in India, (ii) Famines became a recurring phenomenon 
of Indian economy, (iii) The social structure of the rural society was 
completely distur] x (iv) The cultivator was exploited by the merchant 
capitalist, (v) The growing poverty led to increased rural indebtedness, 
(vi) The agriculturists lost their lands to non-agriculturists, (vii) The land 
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holdings began to be sub-divided and fragmented and (viii) Agriculture 
acquired a colonial character. 


(iii) Decline of Indian Handicrafts 


Britishers came to India as traders. Before the beginning of Industrial 
Revolution in England, the East India Company concentrated on the 
exports of Indian manufactured goods of textiles, woollen, jute, 
handicrafts, spices etc. because they were in great demand in England 
and other countries of Europe. Industrial Revolution changed the 
character of India's foreign trade. British industries needed raw 
materials. Thus, efforts were made to commercialise agriculture so as to 
Step up the export of raw materials. The second effort was to restrict the 
entry of Indian manufactured goods and handicrafts in England. Third 
Step was to crush Indian industries, We have seen the way of 
commercialisation of agriculture, Regarding restricting the entry of 
Indian manufactured goods in England, local acts were enacted imposing 


heavy fines for using Indian goods. 
Now let us see how Indian industries were crushed by the Britishers. 
Factors Leading to Decline of Indian Handicrafts 


Taw materials to the workers at high pri iti 
prevailed in silk industry. A esr ous Mp 


rates. Indigo growers were given | 
company agents. As the company Purchased ind 
Indigo producers remained Poor. The loan that the 

: y took from landlords 
could not be paid back so they became Slaves of big landlords Till 1850, 
Indigo was one of the major items of export to Asia and Europe. 
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(c) Patronage of rajas, nawabs and emperors disappeared : The 
British rule meant the disappearance of patronage of rajas and nawabs to 
Indian handicrafts etc. Thus demand declined. 


(d) Hostile policy of tke East India Company and the British 
Parliament : When England achieved industrial supremacy, free trade 
was advocated by the British economists and adminstrators. The British 
manufacturers exploited the Indian markets for their selfish ends. 


(e) Competition of machine made goods : As a result of Industrial 
Revolution in England, machine made goods produced on large scale 
were cheaper. Our goods could not compete with the British goods. This 
led to the decline of textile handicrafts-the largest industry of India. Our 
country became a classic example of a colonial country supplying raw 
materials and food stuffs to imperial rulers and providing markets for the 
manufactures of her rulers. 


(f) Development of a new class of citizens in India : With the spread 
of western education, a new class of people grew in India which was 
keen to imitate western dress, manners, fashions and customs. Indigenous 
goods went out of fashion and the demand for British goods increased. 


The destruction of Indian handicrafts led to unemployment on a wast 
Scale. The unemployed craftsmen and artisans shifted to agriculture and 
increased the pressure of population on land. This is called “progressive 
ruralisation" or “deindustrialisation of India". In 1931 about 72 per- 
cent population was dependent on agriculture. Increased pressure on 
land led to sub-division and fragmentation of holdings. It led to an 
increase in land-rents charged from tenants. It meant an increase in the 
number of landless labourers. Thus the crisis in handicrafts and 
industries seriously crippied Indian agriculture also. 


(iv) The process of Revival of Indian Industries and emergence of 
Indian capitalist enterprises : In the 19th century, indigenous industries 
declined, However, some large scale modem industries came into being. 
The period of 1850-55 saw the establishment of the first cotton mill, first 
jute mill and the first coal mine. In a period of 25 years, that is, by the 
last quarter of the 19th century there were 51 cotton mills and 18 jute 
mills. During the same period, India produced one million tonnes of coal 
per annum and the Indian railways had a mileage of 8000 kilometers. By 
the end of the 19th century, there were 194 cotton mills and 36 jute mills, 
and coal production had risen to over 6 million tonnes per annum. 
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Factors responsible for revival of industries during British rule 


Foliowing were some of the factors responsible for the revival of and 
growth of industries in India. 


(a) Political stability in the country : After the battie of Plassey in 
1757 there came the end of Nawabs. On two-third of the population, 
there was the control of the Britishers. The remaining part of the country 
ruled by princes, rajas or nawabs were also not free to rule. Development 
of transport and communication took place. The production increased. 
Rupee was introduced as a legal tender money throughout the country 
under the rule of the British. Banks were also established. Political 
disturbances slowed down. Some Britishers started some industries in 
India like plantations, jute industry, coal mining, railways, electricity 
generation and water works. British rule had generated a feeling of self- 


confidence among the Britishers. They had the experience of running 
industries at home. Their enterprise received State support When the 
factory system introduced in I 


: E ndia by the British yielded huge profits, 
py Gujaratis, Marwaris, the Jains, the Baniyas, Moneylending 
ommunity and the Chettiars also took up industrial ventures. 


They made huge profits on the 
y also earned a lot from trade in 


(a) It needed less capital, (b) 
conditions for its rapid growth 
the country in abundance, 
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trade and (g) Bombay was most suited for this industry. Thus attractive 
investment induced us to establish cotton mills. 


(d) Swadeshi Movements : In 1905, the Swadeshi Movement was 
started. The main slogan of the Movement was to boycott foreign goods 
and use Indian goods instead. The movement set in motion the feeling 
that Indian industries could flourish oniy when the foreign ruie was 
removed. The desire to attain Independence started gaining ground. 


(e) World War I of 1914-18 : The World War of 1914-18 created 
enormous demand for the factory goods in India. Imports from England 
and other foreign countries fell substantially. Besides, the government 
demand for war purposes increased considerably. As a result, great 
stimulus was given to the production of iron and steel, jute, leather 
goods, cotton and woollen textiles. Indian mills and factories increased 
their production and were working to full capacity. 


(f) Tariff Protection to Indian Industries : In 1923 the Government of 
India (British) decided to provide protection to selected Indian Industries 
against foreign competition. These industries were iron and steel, cotton 
textile, jute, sugar, paper and pulp industry, etc. Indian industrialists took 
advantage of the policy of protection and developed these industries 
rapidly. They were able to capture the entire Indian market and eliminate 
foreign competition altogether in important fields. 


(g) World War II of 1939-45 : The Second World War of 1939-45 
was a great blessing to Indian industries as it created an urgent demand 
for manufactured goods partly because of the expansion of government 
demand and partly because of the fall in imporis from foreign countries 
like Germany and Japan. The existing industries expanded rapidly. 
Many new industries which came to be known as war babies were 
started. The increase in industrial output between 1939 and 1945 was 
about 20 percent. During the Second World War exports of some goods 
particularly cotton textiles, to certain countries like Africa, Middle East 
and Australia expanded vastly. The rapid expansion in activity enabled 
industrialists and traders to make large profits. During war time 
hoarding, speculation and blackmarketing increased and the businessman 
were able to make still larger profits. With the help of their increased 
resources, an attempt was made to start some new industries. As during 
war it was not possible to import machines and we did not have any 
machine industry, thus much could not be done in this direction. 


However the Indian businessmen utilised their earnings by setting up 
many new companies. They also deposited their surplus money in Indian 
Banks. This led to the growth of Indian Banks and later on, these Indian 
capitalists increased their financial hold over these banks. In turn banks 
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Started taking interest in industries, The resources of Indian eat 
whose finances were controlled by them, also expanded, The funds o 
these companies were utilised for the acquisition of European industries 
especially of jute, tea and rubber plantations. Thus the Indian capitalist 
enterprises gained Strength and expanded in Many directions. In some 
Cases these capitalists became monopolists, 


(h) European Capital : Britishers by creating economic infrastructure 

i i electric energy, water works, 
roads and Communication helped the &twoth of Indian industries. Their 
i i » investment in tea, coffee and 


ertaking of investments in consumer 
goods industries like Cotton and jute textiles, woollen textiles, paper, 


tobacco, sugar etc. increased the number of Indian factories. Britishers 
i insurance and trade through their 
Subsidiaries. This also helped the 8rowth of Indian industries, 

The growth of British investments 
Period reveals that the Briti 
infrastructure So that 
its help wade could 


in India in the pre-Independence 


The process of industrial transition, i.e, the revival of Indian industries 
in the British Period from 1 5i 


the B 850 to 1947 could be divided into three 
periods (i) 1850 to 1914 (ii) 1914 to 1939, and (iii) 1939 to 1947, 


(i) 1850 to 1974 : In the first Period moneylend, d indigenous 
bankers provided finance to establish uni D e rim 
the Iron and Steel Industry, ce communities Which were initially 
associated in this work Were Parsis, Guiratic 


id and large, The first ill was 
started in 1850. During 1850 and ron eed Teo dig 
to 264. The number Of spindles Tose to 6.62 | hs. The rise in the 
number of looms was equally large, in 1914 it was 96,688, The 
employment of workers was 2,60,847 in 1914. This industry having 
adequate resources and the Breat need for its Products did not develop 
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fast because of the hostility of the Britishers. The foreign rule was not 
interested in the development of this industry, in fact they wanted 
otherwise. The Swadeshi Movement launched in 1905 provided 
considerable help. The other industry as mentioned above was Iron and 
Steel Industry. Jamshedji Tata setup the first plant in 1907 at 
Jamshedpur. Pig iron was smelted at the end of 1911 and steel in 1913. 
This industry grew during the First World War. Efforts were also made 
in the field of tea and jute manufacturing but the Europeans dominated. 


(ii) 1914 to 1939 : In the second period the First World War (1914 - 
18) gave a great impetus to our industries, A few new industries were 
also set up due to decline in imports from foreign countries and the 
exports of raw materials declined. The British Government helped 
Indian industries as they needed goods for war purposes. To help war 
goods industries Government set up Munitions Board in 1917. The 
Government in order to raise its revenue imposed additional import 
duties. This provided protection to Indian industries. In 1916 the 
Government set up Industrial Commission, This Commission in order to 
strengthen British hold on India recommended the encouragement to coal 
mining, leather, soap, wool, fish canning and ship building etc. 


From 1918 to 1939 favourable conditions of war disappeared and 
many difficulties for Indian industries started. Among them the major 
ones were : 


(a) “Triple Formula" recommended by the Fiscal Commission in 
1923 proved very mcuh unreasonable and unsuitable for our country. 
There were three conditions for providing discriminating protection. 
The first one was that the industry must Possess natural advantages like 
abundant raw materials, cheap power, sufficient labour supply and a 
large home market. The second condition was that the industry must be 
such that either it is not likely to develop as rapidly as is desirable in the 
interest of the country. The third condition was that the industry must be 
one which will ultimately be able to face world competition without 
protection and would become strong enough to stand on its own legs. 
These conditions were unreasonable and unsuitable because new 
industries could not hope to get protection unless they were first 
established, the second condition could not be fulfilled. The procedure 
for grant of protection was very time consuming. In some cases it took 
two years or more to arrive at a decision. Many industries were denied 
protection on flimsy grounds. Only steel, paper, match, cotton textile, 
chemicals, sugar and silk yarn were benefitied to some extent, 


(b) High Exchange Rate : In 1925 the Government fixed 
exchange rate between rupee and pound at 1 shilling 6 pence for a rupe 
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i itishers were 
and not 1 shilling 4 pence as demanded by India. The ees S Mes 
benefitted by this and Indians were adversely affected. Indian po 


i d 
were at a disadvantage, They got less rupees for foreign exchange an 
thus their industries were adversely affected. 


ur industries advanced due to ái 
Cc. In 1937 the British Gover min 
ministries were formed in provinces an 


ur industrial development, Sugar Res 
made spectacular Progress. In 1936.37 we had 140 sugar factori 


(ii) 1939 to 1947 


Some new problems 


Cropped up lik 
uncertainty. In 1947 


With the Partition of the coun 


Significant features €f Indian Capitalist Enterprises before 
Independence i.e, during British Period 


Indian enterprises during British Period had the following main 
features, 


(a) Share in the industrial framew, 


ork remained increasing both in 
respect of supply of Capital and 


Control of industries, 
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(b) Indian industrialists took a lead in the estabiishment of two 
important industries, viz., cotton textile and iron and steel. 


(c) Major part of capital for industries came out of the own 
resources of our industrialists. 


(d) Our entrepreneurs were much inciined towards consumption 
goods. Only a few like Tatas favoured capital goods industries. 


(e) A few industrial houses controlled a significant proportion of 
industries. These few business houses were tied together 
through close caste and kinship. 


Causes of Slow Growth of Indian Enterprises during 1850-1947 


The main causes for slow growth of Indian enterprises during 1850 to 
1947 are as follows : 


(a) Inadequacy of entrepreneurial ability : Indians were reluctant to 
enter the industzial field because of the comparatively easier and secure 
Scope for profit which existed in trading and moneylending. 


(b) Unimaginative private enterprise : Our industrialists were 
shortsighted. They emphasized sales than production. They belonged to 
trading community so they cared for high price and high profit margin 
rather than low profits and larger sales. 


(c) Lack of adequate capital : The capitalists with their moneylending 
background were shy in making investments in production activities. 
Capital was scarce not only because the resources were underdeveloped 
but also because the means for the investments were few. 


(d) Complete absence of financial institutions to help the transfer of 
savings to industrial investments : The indigenous moneylenders 
concerned themselves with rural moneylending and financing of internal 
trade. On account of political hostility people were hesitant to entrust 
their savings to British enterprises. They held their wealth in form of gold 
and silver. 

(e) Banking system was not developed in India and the bankers took 


interest in trade and commerce. Some of these banks did provide funds 
for industrial enterprises but they did so for well established concems 
only. 

(f) The aim of colonial policy of free trade (Laissez faire) was to make 
India a supplier of agricultural products. British manufacturers entered 
India without any restriction. Indians could not face the competition of 
Britishers. 
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(g) Lack of capital goods Industries : Britishers did not want India to 
become strong and self-reliant so machine making industries were not 
started. This resulted in the slow growth of capital goods enterprises in 
India during British period. 


(h) Internal demand for industrial goods was low because major part 
of our population was poor. Lack of internal demand did not allow much 
expansion of our industries, 


(i) Monopoly and concentration in few hands obstructed a healthy 
growth of Indian enterprise. 


We cannot refrain from admiring the achivements of our industrialists 
from 1850 to 1947 in spite of so many difficulties. We can easily 
understand as to why Indian enterprises could not accomplish a transition 
to industrialisation so as to spark modernisation of Indian agriculture and 
increase productivity during British regime. 


(v) Role of Foreign Capital : In the Early Phase of colonialism the 
chief instrument of exploitation was trade but later the British thought of 
encouraging British investment in India. There were three principal 
purposes for these investments (i) After our First Battle of Indian 
Independence (1857) the British Government realised that for the 
effective control and administration of the country an efficient system of 
transport and communication be developed, (ii) In order to effectively 
exploit the natural resources of India it was essential to develop 
electricity and water works, and (iii) In order to link mandis and towns 
with ports and harbours to export food and raw material for Britain 
railway lines should be laid, The railways would also carry from ports to 
mandis and town British manufactured goods. 


In addition to the above foreign private capital of Britain was invested 
in plantations of tea, coffee and rubber, mining of minerals and metals, 
jute, shipping and banking etc. There were two major forms of 
investments - (i) Direct private foreign investment and (ii) Sterling loans 
in India to undertake investments in 
British Chamber of Commerce that 
vested in India before World War II. 
dia was forced to export to Britain in 


public utilities. It is estimated by 
about 4,000 million pound were in 


business investments iti India, 


Foreign capital and enterprise played dual role i 
development of railways was advantageous to the 
time the British army became more mobile. Sim 


n India. For example 
traders but at the same 
ilarly, railways helped 
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us to increase our exports but they also helped the Britishers in importing 
British goods into India. 


As a result of the direct foreign investments in tea, coffee, rubber, 
mining, jute, shipping and banking our local industries, banks etc. had 
little chance to develop. 


Thus as a resuit of the foreign investments we were a backward 
country. 


(vi) Expansion of Railways : In 1853, the first railway train ran from 
Bombay to Thana, a distance of 21 miles. The motive behind 
introduction of railways was to reach far flung areas of India easily so as 
to exploit her natural resources for the interests of the Britishers. 
Following were the reasons which motivated Britishers to construct 
railways in India: 

(a) Transportation of raw materials to the ports for export to 
England. 


(b) Machine made British goods found their way to Indian towns 
and mandis through railway network. 


(c) British government in order to increase its strtength and power 
in the country mobilised its military to different parts of the 
country. 


(d) Britishers wanted to destroy India' s world fame handicrafts and 
the railways helped the Britishers to do so. 


(e) Railways helped the growth of colonial character of our trade. 


Thus Railways in India were started by the Britishers not for the needs 
of her economy but for meeting the selfish ends of the Britishers for 
military and trade purposes and also making India a colonial country for 
the growth of their industries. 

(vii) Colonial Character of Foreign Trade : During British regime our 
foreign trade was so changed as to serve the needs of England and not 
our people. This was done in two ways. One, exports of Indian 
manufactures were stopped. Instead, the exports of agricultural products 
and raw material needed by our handicrafts were encouraged. This 
resulted in the decline of our handicrafts and increased supply of raw 
material to British industries. Secondly, the imports of British 
manufactured goods were expanded. These changes in exporis and 
imports were brought about by several methods. Following methods 
were adopted. 


(a) Imports of printed cotton was prohibited in England. 
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(b) Cotton fabrics of India were boycotted in England. 


(c) Indian artisans producing silk fabrics were harassed, teased and 
put to many troubles. This was done to discourage the production 
of siik fabrics. Instead, production of raw silk was encouraged. 


(d) India's raw material was transported by Railways at low transport 
charges to the various ports for export to England. 


(e) Indian raw materials imported in England were subject to low 
custom duties. 


(f) Export of Indian finsihed products to Britain were subjected to 
very heavy duty. For example, the duties on muslin were stepped 
up by more than 35 percent; calicos were subjected to a still 


higher import duty of 78 percent The aim was to make these 
imports more expensive. 


(g) Import duty on British manufactured goods in India were kept 
very low. These were as low as two and a half percent. This was 
done to make British manufactured goods cheaper in India and 
discourage industries in India. 


(h 


= 


England’s goods in India were given imperial preference by 
allowing lower tariffs. England's cloth and silk pieces goods and 
woollen goods were allowed 5 percent duty while non-Britishers 
paid 10 percent duty. 


(viii) Changing Character of Big Towns : During the British rule in 
India, the character of our towns changed. Many old towns lost. their 
importance because of decay of handicrafts, diversion of trade routes, 
change in adminstrative Structure and frequent out-break of epidemics 
like plague and cholera etc. Among the towns which lost their 
importance were - Mirzapur, Murshidabad, Malda, Santipur, Tanjore and 
Dacca etc. While some towns lost their importance yet some new big 
cities like Delhi, Bombay, Calcutta, Madras, Bangalore, Nagpur, Kanpur, 
Karachi, Lahore, Chittagong and Rangoon grew up. Karachi and Lahore 


are now in Pakistan, Chittagong is in Bangladesh and Rangoon is the 
capital of Burma. 


towns and cities grew in India during British regime on account of the 
growth of trade and commerce, 


un 
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Following are the main causes of the decay of old towns: 


(a) Disappearance of the royal courts : The rajas, nawabs and princes 
used to patronise our urban handicrafts. During British regime they lost 
their credit and as such our urban artisans lost their occupations. 


(b) Railways changed the routes of trades : Some of the old towns 
were prosperous because they were located on some important trade 
routes like Mirzapur etc. But railways changed the routes. They linked 
the Mandis with ports. Hence many old towns lost their importance. 


(c) Frequent outbreak of epidemics like plague and cholera was a 
common feature. Those epidemics took a heavy toll of the urban 
population. 

Following are the causes of the birth of new cities in India during 
British regime : 

(a) Promotion of trade and commerce by Britishers led to the 
emergence of some big cities. Delhi, Bombay, Calcutta, Madras, 
Bangalore, Nagpur and Kanpur became the centre of trade. 


(b) Establishment of Government offices at Province, District and 
presidency headquarters during British regime helped the growth of 
many big towns and cities. The British Government provided good 
source of jobs at Presidency Headquarters, Provincial Headquarters and 
at District headquarters. A large part of the urban population began to 
depend on Government jobs. 


(c) Higher rates of salaries and wages in cities attracted unemployed 
artisans, village craftsmen and landless farmers to come to cities for jobs. 


(ix) Plundering of Wealth and the Economic Drain : As pointed out 
earlier India was a golden sparrow and the Britishers were tempted by the 
immense wealth of India. Britishers began to plunder it from the very 
beginning. They began to carry its capital and welath to England on such 
a large scale that many historians and economists correctly labelled it as 
the "Economic Drain". 


For over 200 years the drain of wealth continued unchecked. When 
the Britishers left India in 1947 our economy was backward, exploited, 
depleted and stagnating. We will study all these aspects of the economy 
in the next chapter where we will consider only as to how our national 
wealth was plundered and drained out to England. 
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Various Forms of Drain of Indian Wealth 


Some of the various forms of drain of Indian wealth are: 


(a) 


(b) 


(c) 


(d) 


(e 


NA 


(f 


(g) 


Excess of exports of natural resources over imports of finished 
products. 


English men employed in civil, military, railways, lawyers and 
doctors etc. were remitting a part of their salaries and incomes to 
England in gold. Generally these employees came alone to 
India leaving their families in England. 


The adminstration of India was managed by the secretary of 
State who was having his office in London. Every year the 
expenditure of that department was met in the form of gold. 
These charges were known as Home Charges. 


As already mentioned, Britishers allowed many British 
Companies, firms and individuals to invest capital in India. 
Every year the profits of these companies, firms and dividend or 
interest were remitted to England and that too in gold. 


For minting rupee coin of silver gold was sent to England to 
purchase silver from USA etc. 


Britishers fought many battles in India. India had to foot the 
bills relating to the expenditure on the British army. The 
Britishers pleaded that their victory in those battles would bring 
Stability and Strength to the Indian economy. 


Direct plunder in the form of draining out our minerals and 
natural resources is another form of draining our wealth. Coal 


and iron ores were exported to England for feeding their 
industries. 


Evil Effects of Drain of Indian Wealth 


Following are some of the economic evils of the drain of Indian 
wealth to England: 


(a) 
(b) 


(c) 


(d) 


The drain caused poverty in the Country. 


As India's net annual revenue flowed 


| Out of the country, our 
National Income could not grow. 


It had a harmful impact on income and employment within the 
country. The drained wealth would have helped to generate 
employment opportunities, 


Englishmen had eaten up large portion of our goods by way of 
leading luxurious living in India and Enolang 
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(e) The profits, dividends, interest and home charges drained out 
India's gold reserves. 


(f) The drain prevented the for mation of Indian capital. 


(g) The drain helped the accumulation of large foreign capital in 
India. 


(h) The drain destroyed our industries and handicrafts. 


(i) The drain carried away the valuable raw material needed by our 
industries. 


(j) The drain helped the ruthless exploitation of India's natural 
resources. 


The noted economic historian Mr. Romesh Dutt in his famous book 
"Economic History of India" has rightly observed, "So great an 
economic drain out of the resources of a land would impoverish the most 
prosperous countries on earth; it has reduced India to a land of famines 
more frequent, more widespread and more fatai, than any known before 
in the history of India or of the world" . 


When India attained independence in 1947, the Britishers left her poor 
with backward, depleted and stagnant economy. 


Points to Remember 


The economic consequences of British conquest of India can be studied under 
(i) growth of new land revenue system, (ii) commercialisation of Indian 
agriculture, (iii) Decline of Indian handicrafts, (iv) Revival of Indian industries, 
(v) Role of foreign capital (vi) Expansion of Railway system (vii) Colonial 
character of foreign trade, (viii) Changing character of towns, and (ix) Economic 
drain. 


Britishers established two land tenure systems Zamindari and ryotwari. Under 
both the systems land revenue was payable in cash and not in kind. Individual 
cultivators were responsible for the payment. The rents were excessive in both 
cases. Both systems destroyed the organic village community based on customs 
and traditions. 


The payment of land revenue in cash encouraged selling of produce in market. 
The new land revenue sytstem led to the emergence of subsistence agriculture. Tt 
helped the concentration of power in few hands namely absentee landlords. 


Commercialisation of agriculture means production of crops for sale. Causes 
(1) Industrialists in England needed raw materials for their industries, (2) Indian 
peasants were forced through British agents to grow cash crops, (3) Payment of 
land revenue in cash and (4) Railways encouraged exports of agricultural 


Products, 
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Evil Effects - Halted the process of industrialisation, self sufficient character 
of Indian village changed, social structure of the rural society was completely 
distrurbed, cultivators were cheated by the market traders, growing poverty of the 
agriculturist, lost his land to the moneylenders, land holdings got sub-divided and 
fragmented, agricultural productivity fell down and agriculture acquired a 
colonial character. 


The destruction of Indian handicrafts led to unemployment on a vast scale. 
The unemployed craftsmen and artisans increased pressure on land. This resulted 
in progressive ruralisation or deindustrialisation of India. 


Factors for revival of Indian industries during 1850 to 1947 : Political 
stability, accumulation of wealth, investment, Swadeshi Movement, World War 
I, tariff protection to Indian industries, World War TI, and Europeancapital. 


Causes of slow growth of Indian enterprises during 1850 to 1947 : inadequacy 
of entrepreneurial ability, unimaginative enterprise, lack of adequate capital, 
absence of financial institutions, banking was not highly developed, policy of free 


trade, lack of capital goods industries and internal demand for industrial goods 
was low. 


Role of foreign capital. It played dual role for example railways helped to 
develop our trade and also helped Britishers to become more mobile. As a result 
of foreign investment we had a backward economy. 


Railways were not constructed in India for the needs of our economy bat they 
Were constructed for meeting the selfish ends of the Britishers, 


- Colonial Character of foreign trade - exports of Indian manufactures were 
discouraged and imports of British manufactured goods were expanded. 


Character of big towns changed. In India bi, 
of trade led to rising of some big cities, 
higher rates of salaries and wages in cities, 


8 cities grew because - promotion 
establishment of Government offices, 


For over 200 years, the drain of Indian wealth continued unchecked, 
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4. Discuss the growth of Indian capitalist enterprise during the period. 1850 
to 1947. 
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5. Discuss the role of foreign capital in the development of an industrial 
economy in India during the 19th century. 
6. (a) Briefly analyse the growth of Indian capitalist enterprise with special 
reference to the cotton textile industry. 
(b) Examine the view that the policies of the British Government in India 
hampered industrialisation. 
7. (a) In what ways did the country's industrial development receive a set 
back during the British period? 
(b) How did the First and Second World Wars help Indian industries? 
8. (a) What were the three conditions for the grant of protection to industries 
in India under British rule? 
(b) State three favourable and three unfavourable causes from the 
viewpoint of the growth of Indian capitalist enterprises. 
9. (a) Name the main directions in which the Indian capitalist enterprises 
spread their activities during the Second World War. 
(b) Comment upon the remark, “agriculture acquired a colonial character.” 
10. (a) What do you mean by the term "Economic Drain"? 2 
(b) Discuss in brief the various forms in which the drain of India’s wealth 
took place during the British rule. 
11. Is it true to:say that the drain was the fountainhead of all economic evils in 
India? What were the economic effects of the drain? 
12. (a) What do you mean by “deindustrialisation”? 
(b) What were the causes of the decay of the old towns in India during the 
British rule? 
13. (a) Mention the reasons which prompted Britishers to introduce railways 
in India. 
(b) Briefly describe the dual role of railways and foreign capital in India. 
14. Mention the following 
(a) Five causes of deindustrialisation. 
(b) Three causes of decay of old towns. 
(c) Three factors resulting in the growth of big cities. 
(d) Two adverse effects of railways. 
(e) Three reasons for starting railways in India. 
(f) Four major forms of drain of wealth. 
(g) Five major effects of the drain of wealth. 
(h) Three important factors for revival of industries in India during British 
period. 
(i) Three features of new land revenue system. : 
(j) Five causes of commercialisation of agriculture. 
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Indian Economy During British Rule 


It has been amply clarified in the previous chapters that the Britishers 
never wanted India to grow economically. Therefore, they always 
followed in all economic spheres such as agriculture, industry, trade, 
commerce etc. the policies which helped them to exploit Indian 
economy fully and to convert it into a colonial economy. Thus, as a 
result of the British Rule, at the time of independence, Indian economy 
could be seen in the following ways reflecting the economic 
consequences of British Rule:- 


1. Semi-feudal economy. 
2. Colonial and dependent economy. 
3. Backward, stagnant and poor economy. 
4. Exhausted economy due to various kinds of economic drains. 
5. Lop-sided economic structure. 
6. Under-developed economy and 
7. Rise of market economy. 
I. Semi - feudal Economy 


The Indian society before the British Rule was predominantly feudal 
in character. The peasants in those days used to pay a part of their 
produce to the overlords i.e. the king or the emperor. The share ranged 
between one-third and one-half of the total produce. Other features of 
feudalism found in European countries of those days were absent in 
India, Land was not owned by individuals, it belonged to the farming 
community of the village, peasants did not render much of personal 
services to the overlords. The kings or the emperors could not cause 
hardship to the Indian peasants. If anywhere peasants were put to 
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trouble, they left that land to cultivate some other land because land was 
available in abundance. 


The Britishers changed the above character by introducing zamindari 
system. This system changed the old relation of land with the cultivators. 
The zamindars were given the right of property and the cultivators were 
made the tenants. The land revenue was fixed permanently for ever. The 
zamindars could collect any amount of revenue from the tenants by fair 
or foul means. Zamindars became the new feudal-lords. They played in 
the hands of the British rulers. These zamindars became the agent of the 
British rule to export raw materials and food stuff from the villages to 
England. They also acted as agents to import British manufactured 
goods to our villages. They were the agents to finance the government 
treasury. 


II. Colonial and Dependent Economy 


Before the arrival of the Britishers in India, several Indian products 
enjoyed a world wide reputation. The muslin of Decca, the calicos of 
Bengal, the sarees of Banaras and other cotton fabrics were known to the 
foreigners. Egyptian mummies dating back to 2000 B.C’ were found 
wrapped in Indian muslin. Similarly, the muslin of Dacca was known to 
the Greeks under the name Gangetika. In addition, India also used to 
export woolen cloth, pepper, cinnamon, opium, indigo etc. Europe was 
also a customer of Indian products during the 17th and 18th centuries. 


The Britishers changed the character of India’s economy by adopting 
the policy of dual trade pattern of exporter of raw materials to Britain and 
importer of finished goods from Britain. India’s cotton and silk textiles 
were stopped from being exported by adopting various measures. The 
new Land Revenue system changed the pattern of agriculture. Middle- 
men and British agents began to export raw material from India for 
feeding industries of Britian. Thus, India became a field growing raw 
materials for the British factories and a vast market to consume the 
manufactured goods of British industries. Britishers forced our farmers 
to switch over from food crops to commercial crops. They forced the 
farmers through the zamindars and other British agents to release 
adequate cash crops for export to England. They pursued a policy of 
Systematic destruction of our indigenous handicrafts which were a threat 
to the British industry. By following a policy of preferential treatment in 
respect of custom duties both in India and in England, they encouraged 


exports of raw material and imports of manufactured goods. 
i i i that foreign 
The second mainfestation of the colonial economy was 
(mostly British) capital had entered into various important segments ei 
Our economy. According to various estimates the size of foreign cap 
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was to the tune of 637.5 million pounds (Dr. V. K. R. V. Rao) and 
according to Shri B.R. Shenoy it was 829.8 million pounds in 1939. 
Indian Government raised sterling Loans in England to finance Railways, 
ports, electricity generation and other infrastructural facilities. Foreign 
capital investment was allowed in the production of tea, coffee, rubber 
plantations, jute mills, tenneries, coal and gold mining, banking, 
insurance, foreign trade, and Shipping. .This capital was also used for 
Some consumer goods industries like cotton and woolen textiles, tobacco, 
paper and printing industries etc. The British capital investment was 
concentrated in those industries which were performing the 
complementary role to the industries of Britain, 


The British Capital in India was operated through the Managing 
Agency System. 


Managing Agency System 


As already mentioned, Indian businessmen did not possess any 
experience of the organisation of modern industry after the Industrial 
Revolution and the British merchants who had earlier set up trading firms 
in India acted as pioneers and promoters in several industries like Jute, 
tea and coal. These persons were called as managing agents, 


A managing agency. firm may be described as partnership or company 
formed by a group of individuals with strong financial resources and 
business experience. This agency was entitled to the Management of the 


whole affairs of the company unless otherwise provided in the 
agreement. 


The principal functions of the managing agents were as follows:- 


(i) To do the Pioneering work of floating new concerns, 
(ii) To provide their own funds and also to arrange for finance by 
acting as guarantors, 
(ili) To act as agents for the 
equipments and machinery, 
(iv) To act as agents for marketing of the Produce, and 
(v) To manage the affairs of the business. 


purchase of raw materials stores, 


The most important function of the managing agents was to provide 
finance. Since there was no alternative system of finance, the Managing 
Agency system had to be accepted. These agents received a commission 
on certain jobs like purchase of raw materials, Stores, equipments and 
machinery as also sale of output. They were paid heavy office 
allowances for managing the affairs of the company. They were also 
entitled to a share in the profits of the concern. 
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In course of time various malpractices developed in this system. Dr. 
P. S. Lokanathan remarked in this connection, “Finance, instead of being 
the servant of industry has become its master". They began to charge 
high commission and share of profits. They floated a large number of 
concerns and got themselves appointed as their agents. The Board of 
Directors were puppets in their hands. They forced the companies to pay 
a minimum remuneration even if the company was in loss. They 
demanded a percentage between 12 to 14 percent out of profits. They 
threatened the directors to withdraw their finance. f 


Though during the British Regime the contribution of managing 
agency system in the industrialisation of India was very significant yet 
they exploited the natural resources of the country for Britishers and a 
large part of Indian industries were under their control. About 12 
managing agents were controlling 258 industries, so this system was 
abolished by an Act of parliament after independance. 


English people and other foreign traders exploited Indian labourers 
and natural resources for their own benefit. The most important 
examples of this exploitation were tea plantations and coal mines. Most 
of the labourers were brought from other states. They were called 
coolies. In the beginning the workers were induced by the contractors 
but later on they were exploited. They were treated like slaves. They 
were so much frightened that they could not think of going back. The 
workers were paid very low wages. 


Britishers who had established industries in tea, jute, rubber, cotton ` 
textile, used to charge high rate of profit and interest on their capital. 
The large part of the profit and the entire amount of interest was sent to 
England. This affected our economy adversely. 


Britishers who had established their complete control on tea and jute 
industries never allowed Indian entrepreneurs to interfere in these 
industries. Indian businessmen were opposed strongly in every possible 
manner. British banks discriminated with Indian traders and did not give 
any economic help. They also tried hard that Indian banks may. not open 
new branches and deal in foreign trade. English insurance companies 
were helped in every possible manner. The whole foreign business was 
done by British banks or insurance companies. Thus the profit of foreign 
trade, income from banks and companies were all sent abroad. 


The Britishers neglected key and basic industries. They forced Indian 
capitalists to invest in those industries as liked by the Britishers. 


The Indians were not provided with good jobs. The Britishers 
discriminated against Indians in payment of wages also. Indians were 
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not provided with training facilities. Good jobs were provided to 
Englishmen only. 


Every year the British Government. purchased goods for military, 
railways and other departments from England. Thus, the British 
exporters were eaming a lot of money due to this policy. 


The families of English officers lived in England and to maintain them 
a good amount of money was sent there, 


After the retirement of British officers their pensions and other 


allowances were sent to their Parent country. These expenses were called 
as Home Charges which acted as a drain on India. 


appendage of Britain. All these features exhibited themselves in the 
foreign trade of the country. 


(a) Import of development and defence goods : - For many items of 
defence, the country had to depend upon imports, This placed the Indian 
economy in the hands of the British, Certainly no industrial advancement 
was possible in such a Situation. Nor did it happend. 


y not paying to India 
for its excess of exports over its imports. Instead trade surpluses were 
used for making such payments as Pensions to Britishers who retired 
from India, interest on public debt, etc. 
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(c) Trade mostly with Britian : Even in respect of direction of trade, 
the Indian economy was largely tied to Britain. Most of its exports went 
to England and most of its imports came from England. Thus, a 
significant part of India's trade was with its colonial master. India was 
an appendage to the British economy. 


III. Backward, Stagnant and Poor Economy 


During British regime Indian economy did not grow. It remained 
Stagnant. Our economy could not increase its production sufficiently and 
continuously. The increase was near zero. This is called stagnation. 'To 
understand this we have to find out the meaning of stagnation and 
indicators of stagnation. 


By stagnation we mean that there is no change in the national income 
and per capita income. National income depends on the production of 
goods and services in a country. The total of what is produced annually 
in a country is called national product or national income. When we 
divide the national income by the population we get per capita income. 
In case the per capita income for 10 to 20 years remain the same , the 
growth rate of the country remains stagnant. 


The Indian economy during the British period remained stagnant is 
evident from the fact that per capita income showed almost no uptrend. 
It was more or less constant. Some estimates were made by individuals. 
Dadabhai Naroji made culculations of national income for the year 

71868. On the basis of this information, M.Mukherjee estimated that per 
capita income from 1860 to 1950 rose by 0.45 percent per year . The 
excess of the growth rate in national income over the growth rate of 
population is considered extremely low, being less than 0.5 percent per 
year, 


During British regime, the Indian economy showed no signs of 
progress. There was little increase in the production of agricultural 
products. In the sphere of industries too there was no significant 
improvement. While handicrafts had been virtually destroyed, modern 
industries did not fill up the gap fully. The capacity to produce did not 
increase. No addition to the existing stock of capital consisting of 
machines, tools and equipment, took place. The capital formation was 
very inadequate. With productive capacity remaining almost the same, 
the production did not increase much. Thus, there was stagnation in the 


growth of production. 


During the British rule Indian economy was not only stagnant but it 
was a poor economy meaning there by that large number of persons lived 
a very miserable life. Poverty is described in terms of the level of 
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ivi their income. If 
income. The level of living of the people depends upon 
incon is not sufficient the standard of living is bound to be low. 
Besides income there can be other indicators of poverty like poor 
consumption, heavy mortality and high birth rate. Let us discuss these. 


Indicators of poverty in India during British rule 


sold out. Many of the Poor farmers thus turned into landless agricultural 
labourers and even some turned into bonded labour. 


(b) Poor consumption : Poor with low income spend a large 
Proportion of their income on food articles particularly on cereals, Very 
little is spent on non-food articles. Various estimates of the Past suggest 
that the ratio of expenditure in food to total expenditure varied between 
60 to 770 for the poor families. Some had put this percentage as high as 
75. Estimates made by M.Mukherji also suggest that during the period 


from early 19th century to 1953.54 the standard of food consumption had 
gone down. 


(c) Heavy mortality and high death rate : The inadequacy of diet and 
lack of medical facilities resulted in large number of deaths. The 


in India. But in 1943 there was a very severe famine in Bengal and lakhs 


of people lost their lives because they had no money to purchase essential 
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commodities. In poor countries the birth rate is also very high. Since 
the number of surviving children was small, people prefered larger 
families so that some of them could survive. More children were also 
needed for work. Illiteracy of people also added to the high birth rate. 
Illiterate know little about family planning. They believe in the will of 
the God and the superstitions. Since the death rate was high, so the 
natural rate of increase of population remained low. It is cruel and 
inhuman situation where large population were born to die. 


(d) Expenditure per head was low : Dadabhai Naroji explained the 
nature of poverty with the help of per head expenditure for subsistence. 
He said that in many provincial reports there was mention that in jails in 
1867-68 expenditure on prisioners was Rs. 31/- per head while per capita 
income was Rs. 10/- only. 

All the above indicators prove that Indians during British period were 
very poor. The level of living was very low and precarious. Large 
proportion of Indian population remained under fed. They were.very 
weak in physique. This reduced their efficiency. During difficult times 
like famines and epidemics they could not survive. Miserable living, 
disease and death thus marked the existence of the poor during the 
British period. 

During the British rule the basic weakness of the economy was that it 
could not produce enough. Yt was because the economy did not develop 
though its population increased. India acquired, the character of a 
backward economy during the British period. Before the Britishers came 
to India, it was not so. In fact, it was growing and it would have grown 
further if opportunities had been provided. 


How did Indian economy became backward is to be seen? The main 
reasons for backwardness of our economy were : 

(a) Destruction of handicrafts : As already explained the Britishers 
destroyed our handicrafts in a calculated manner after Industrial 
Revolution in their own country. Decline of handicrafts resulted in 
directing artisans to revert to agriculture for liveihood. This led to heavy 
pressure on land. Land was sub-divided. Farming in small and scattered 
pieces of land became uneconomic. Our agriculture was severely 
affected. It became a backward industry. 


(b) New land tenure system : Yt led to the emergence of land-lords who 
did not care at all for basic and permanent improvements in land. Land- 
lords were interested mostly in squeezing maximum possible rent from 
tenants. The actual tillers were left with no inducement to work hard and 
to make investment. Thus productive capacity of land declined. 
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(c) De-industrialisation of the country : Britishers destroyed our 
handicrafts. In their place modern industries did not grow enough to fill 
this gap. The census figures of 1931 prove that from 1881 to 1931 the 
workers in agriculture increased from 71.7 millions to 100.2 millions. 
This shows a rise of 28.5 percent. Against these figures the number of 
workers in manufactures declined from 21.1 million to 12.9 million 
during 1881 and 1931. The percentage of decline was 8.2. It ultimately 
resulted in de-industrialisation of the country. 


(d) Low rates of savings and investment : Low rates of savings and 
investment caused the productive capacity to remain low. It had been 
estimated that the rate of savings did not exceed the figure of 5 percent. 
In other countries it was around 25 percent. Not only the rate of savings 
was low, but the whole of it was not used for acquiring productive assets 
like tools, equipment etc. Quite a significant part was used to be hoarded 
in the form of gold. A part was used on luxury living and precious 
dresses. Only around 3 percent of the savings used to be invested 
productively. With such low investment increase in production was not 
expected, 


(e) Mass illiteracy is not conducive to progress : Illiterate persons 
even in the ordinary production Process could not apply their mind 
intelligently. Britishers did not Provide facilities for training in the arts 
of production. Very little had been done in imparting scientific education 


to the people. Human beings were not Properly and adequately equipped 
for economic progress, 


IV. Exhausted Economy due to Various Kinds of Economic Drains 


Britishers extracted wealth from India as the price of their rule in 
India. On account of caluclated drain of our wealth we were left with an 
exhausted economy when they left India in 1947. The drain meant 
transfer of wealth and commodities from india to England without the 
former getting any equivalent economic, commercial or material returns. 


The following were the main forms of drains of Indian wealth : 


1. Excess of Exports over imports without being paid for them. 

2. Remittances to England by English-men working as civil, military 
and railway employees, doctors etc. Payment of pensions to 
English officials was also remitted to them in England. 


3. The Home Charges-payment of the expenses of the Secretary of 
State stationed at London, 


4. Profit and interest on the foreign capital invested in the trade of 
industry in India. 
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5. Footing the bills of all those battles and wars which Britishers 
fought in India. The Britishers pleaded that their victóry in these 
battles will bring stability and strength to the Indian economy. 


The above are only a few examples of the drain of wealth from India. 
The drain was the very fountain-head to all economic evils in India. The 
most important economic consequences of the drains are : 


(a) The drain made our country poorer. 


(b) One half of India's net annual revenue flowed out of the 
country. This resulted in the reduction of our national product. 


(c) On account of drain of wealth out of India further employment 
opportunities could not be generaied. 


(d) Large part of the capital drained out of india. 


(e) The foreign capital exploited Indian labour and natural 
resources. 


(f) The terms on which India exchanged its exports for imports 
were against her interests. 


Ramesh Dutt, a noted economic historian has rightly remarked in his 
famous book "Economic History of India" as "So great an economic 
drain out of the resources of a land would impoverish the most 
prosperous countries on earth, it has reduced India to a land of famines 
more frequent, more wide spread and more fatal, than any known before 
in the history of India or of the world" . 


Any other country would have been totally crushed under the weight 
of such burden. It goes to the credit of India that its economic structure 
never got shattered in spite of such severe attacks by the Britishers. They 
left our economy totally exhausted. 


V. Lop-sided Economic Structure 


The consequence of the various British policies was the lop-sided 
economic structure of the Indian economy. This is revealed by the 
following two principal indicators : 


(a) Predominance of agricultural occupations : The occupational 
structure leaned heavily in favour of agriculture. In 1951 as many as 
72.1 percent. of the labour force was engaged in agriculture and allied 
activities like fishing, forestory etc. Only 27.9 percent of the workers 
were engaged in non-agricultural occupations like manufacturing, 
construction, trade etc. Of these, manufacturing industries accounted for 
as little as 9 percent of the total working force. Since India did not 
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experience any economic development during the British period, this 
state of occupational distribution of workers remained the same almost 
throughout the British period. As far back as 1901, the percentage of 
workers in agriculture and allied activities was 71.7 percent. In non- 
agricultural occupations, it was 28.3 percent only. 


(b) Agriculture as a major source of national income : Another 
indicator of the lop-sided character of the economy was that half of the 
national income originated from agriculture. In 1947-48 the production 
of agriculture and allied activities contributed as much as 50.3 percent to 
the domestic product. Mining and manufacturing contributed just 16.5 
percent. Thus, the share of industries was one-third of the agriculture. 
The rest came from services of various types. 


Since the economy had become lop-sided, there could be only one 
result. The per capita income was low. It did not rise, it continued to 
stagnate. 


VI. Under-Developed Economy 


. The British rule was one of ill fortunes for the Indian economy. 
Agriculture became stagnant and remained traditional. Industrial 
structure grew weak. The economy became dependent on foreign 
countries for essential supplies. When the Britishers came to India, we 
were ahead of many economies of the World but when they left India 
our economy had become weak and lop-sided. 


During British rule our economy had become weak and lop-sided and 
remained under-developed due to the following: 


(a) Traditional Agriculture : The coming of Britishers to India proved 
a retrograde step for our agriculture. Agriculture became unprogressive. 
The old self-sufficient village economy was disrupted. The new land 
tenure system served only to make agriculture slid downward. 


(b) Retrograde Agrarian Relations : A semi-feudal system came up 
under the British regime in the field of agriculture. Two classes, viz., 
landlords and tenants came up. Landiords were not interested in 
improvement of the land. They were interested only in squeezing 
maximum rent from the tenants, The actual cultivator had neither the 
resources, nor the incentive either to work hard or to invest. After 
meeting rent and other obligations like land revenue, interest on debts 
etc. , he was left with little and that too was not sufficient even for his 


bare existence. The new relations had blocked all improvement in 
agriculture. 
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(c) Utter inadequacy of inpurs : Britishers did not care for irrigation 
facilities for the farmers. In 1950-51 the net irrigated area was around 
one sixth of the net area sown. The rest was dependent on rains. Even 
most of the irrigated area comprised of private canals, tanks and wells 
etc., Government canals could account only l/6th of the sown area. 
When such was the situation in respect of water, it is useless to talk about 
better seeds, implements or manures etc. 


Thus agricultural production was very low in comparision to other 
countries. For example, the average yield per acre for 1949 to 1951 in 
respect of paddy in India was 961 pounds while it was 3533 pounds in 
Japan and 2333 pounds in Egypt. In case of wheat it was 586 pounds in 
India while it was 3057 pounds in Belgium and 2436 pounds in France. 


(d) Poverty and unemployment : As the income of the agriculturists 
was low and the artisans had lost the demand for their handicrafts there 
was hunger, disease, and heavy mortality. Many remained in debts for 
generations together. Due to heavy pressure on land there was 
unemployment for a large section of the people. Poverty and 
unemployment were thus writ large on the agriculture scene. 


(e) Destruction of native industries : Britishers in order to feed their 
industries in England managed to destroy Indian handicrafts. Britishers 
followed a colonial policy of favouring only British industries in the 
supply of all goods and services. 


(f) Weak Industrial Set up : Capital goods industrties which provide 
foundation for rapid and healthy industrial development were not set up 
in India. However, our flourishing native industries were destroyed. 


Market Economy 


During the British period, the Indian economy tended to become a 
market economy. This differed from the economy as it existed before the 
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Britishers came. The meaning and nature of market economy is 
discussed bélow : 

Meaning of a Market Economy 


becomes difficult to function. 
A market economy has the following features : 


(a) Production is not entirely for self-consumption, it is for sale also. 
(b) Factors of Production land, labour, Capital and Organisation are 
sold in the market. 


Most of the production was meant for self-consumption, A very 


Was very small and the Produce of the industries was a very small part of 


the total produce of the Country, we can sa. 
; y that there was a non-market 
economy before the Britishers came to India. 
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Thirdly, prices were determined by traditions and customs. The rates 
of exchange were not fixed by market through competition. These were 
instead fixed by the traditions and customs of the people. 


Fourthly, factors of production were not for sale. Labour was not a 
wage-labour. Most of the artisans and agricutlurists were self-employed. 
They produced with their own labour. They consumed a part of their 
produce. Labourdid not sell its labour i.e. the power or capacity for 
work. Land too was not the property of any individual. It belonged to 
the village community. No individual could, therefore, sell it. Factors of 
production were not mobile. Village was self-sufficient and isolated. 
Not much facilities of transport and communication existed. Hence, 
factors like labour or artisans did not move from place to place. The joint 
family system restricted the mobility of labour. Castes determined ones 
profession. People were not allowed to change their castes. Thus the 
movement of factors was not free. 


After the emergence of British rule in India, signs of market economy 
began to emerge. For example the principal development was 
Commercialisation of Agriculture. Agricultural products began to be ` 
Sold both in the country and outside the country. The agricultural 
production in villages began to be undertaken with the motive of sale in 
the market. The old aim of producing mostly for self-consumption no 
longer operated. Non-foodgrain crops or cash crops like cotton, jute, 
oilseeds and sugar-cane began to be raised. 

The production of crops like coffee, tea, rubber etc. was undertaken on 
comercial principle. The plantations were carried through the 
employment of labourers who were paid wages. The labourers came 
from different parts of the country. Thus mobility of labour started. The 
Owners of plantations aimed at large profits from the production and sale 
of these crops. 

Factors of production began to be sold like commodities. Land which 
was not a property of individuals began to be owned. The Britishers 
made some persons owners or proprietors of land. They were known as 
Zamindars and they had the right to sell land. The Zamindars were also 
authorised to collect land revenue from cultivators. 

Labour too became a commodity for sale. The Britishers destroyed 
traditional handicrafts and the artisans became labourers who worked in 
return for wages, Many small farmers who became debtors turned into 
landless labourers and began to work for wages. Thus labour started 
Selling his capacity to work. 
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British government in India declared rupee as a standard money. The 
value of commodities and factors of production began to be expressed in 
units of rupee rather in grains or some other commodity. Rupee became 
the standard for the measurement of values of goods and other factors of 
Production. People started keeping their Savings in money. Previously 
people used to keep their savings in grains etc. 


Competition led to the determination of prices in the market. As a 
result, traditional rates of barter began to be discarded. Payments of 
Wages, interest and the goods of the artisans began to be made according 
to the market rates. The buying and selling of property began to be 
recorded in legal documents. Customary relations no longer remained 
very important. With competition and contract goveming economic 
activities, the status of individuals and the style of living also changed. 


During British Tegime, the expansion of trade occurred both within the 
country and with other countries particularly Britain. The items of trade 
also increased. A large variety of goods entered the market for sale and 
purchase. Railways, trucks, Ships etc. increased the volume of internal 
trade of the country. Banks started expanding credit facilities. Thus, 
internal trade expanded. External trade too expanded rapidly. Exports 
Stood at Rs.122 crores and imports at Rs.105 crores in 1947. The 
expanding foreign trade clearly showed that the volume of goods 
entering the market was increasing. 


Causes of Emerging Market Economy 


There were many factors that were responsible for this change in the 
economy. They are :- 


(a) Growing cash needs of the farmers : Farmers needed cash to pay 
land revenue, Formerly land revenue was payable in kind but in British 
regime it was to be paid in cash. As in most areas land was rented out to 
tenants. They needed cash to pay as rent to the landlords. Most of the 
farmers became indebted and they had to pay interest in cash on the loans 
taken by them so they needed cash, 


(b) Increase in rent of land that began to be paid in cash gave rise to 
the need for larger cash : In Most parts of India, land began to be rented 
Out to tenants. The landlords found it easy to let out the land and get 
money from the tenants than to work on land and earn money. The rent 
was also increased because the demand for land increased due to the 
destruction of handicrafts. Many artisans turned to farming. Since 
agriculture became almost the only avenue of employment, there started 
great competition among tenants to get land. This also raised rent on 
land. In order to get more cash larger amount of produce was brought to 
the market for sale. 
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(c) Agricultural indebtedness or rural indebtedness : During 
British regime agriculturists were in great debt. According to Famine 
Commission of 1880, two thrids of land holding classes were in debts, 
one third of them was deeply and inextricably in debt Maclagan 
estimated the debt for 1911 at Rs. 300 crores and Darling estimated that 
in 1923-24 the debt was Rs.600 crores. The Central Banking Enquiry 
Committee in 1934 estimated it to be Rs. 900 crores. The burden 
increased in thirties when there was depression and steep fall in prices. 
Loans contracted earlier became more burden-some because repayment 
implied transfer of larger purchasing power. The growing burden of 
agricultural indebtedness could be met in cash only by the sale of an 
increasing proportion of the produce. Causes for the increase of rural 
indebtedness can be put under two categories, which are given below : 


(i) Factors compelling farmers to take loans : The farmers were 
forced by some circumstances to take more loans. These 
reasons were (a) burden of land revenue (b) low incomes (c) 
natural calamites and (d) social customs. etc. 


Factors which enable the farmers to borrow : The farmers could 
borrow more because of (a) emergence of private property in the 
form of land and increase in its value and (b) because of the 
keenness of the moneylender to lend. Earlier he did not do so 
because there was no legal protection of the recovery of loan 
and moneylender was not allowed to lend more to individuals 
by the villagers. 


(ii 


© 


(d) Growth and spread of transport and communication : The 
development of facilities for transport and communication provided a 
great stimulus to the expansion of market. This factor assumed great 
importance since about the middle of the nineteenth century when 
railways were introduced in the country. Motor transport also grew and 
expanded. 


(e) Commercial crops became more profitable : By the development 
of transport system, it became possible to trade in agricultural goods not 
only in India but also outside India. Different regions of India began 
specialising in crops for which they were best fitted in terms of climate 
and soil etc. Railways began to carry large volume of goods easily and 
cheaply to ports and different parts of India. Thus commercialisation of 
agriculture was promoted. This led to the expansion of the sphere of 


Se 
“markets. 
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(f) Establishment of big Industrial Units : Indian businessmen and 
industrialists established a number of large scale industries. Large scale 
enterprise became possible because on account of transport system raw 
materials could be collected from several sources. As such large 
quantities could be made available to the enterprises using them. Again, 
the large produce of these enterprises could be distributed throughout the 
country. Markets, therefore, expanded both for raw materials and for 
finished goods. 


(h) Political Unification : In 1858 the British Government in England 
took over the rein of administration of India. About three fourth of the 
country had come under the British rule. The princely states were not 
completely independent. They were also under the British sovereignty. 
This political unification enabled the trade to pass freely from one region 
to another. The link between the interior country with ports had become 
smooth and strong. Trade,both inside and outside the country expanded 
resulting in expanding the Scope of markets. 


(i) Centralised adminstration : As the adminstration of the country 
was centralised and the decisions were taken by a single authority and 
uniformiy applied through out the-country, the trade and commerce 
began to expand, 


. G) Unified law : The British introduced a unified law for the whole 
country. The law in respect of contract between parties was the same 
throughout the country. Disputes arising out of the non-fulfilment ‘of 
contract or deals could be dealt with the same law every where. Thus 
trade began to expand. 


Effects of Market Economy 


The evolution of the market €conomy in India had the following good 
: or bad effects :- 


(a) Emergence of a National Economy : The different activities in 
various parts of the country were integrated into a single whole. Villages 
ceased to be isolated. They were linked with outside world. Village 
produce began to be sold in grain markets and an increasing part of their 
requirements began to be met from outside. The produce of onepart of 


(b) The scope of economic activities expanded : The integration of 
villages and local markets into a national market vastly expanded the 
Scope for economic activities. Large scale production required large 
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quantity of raw materials and they were obtained from several sources. 
Specialisation also started. Regions began to specialise in the production 
of those goods for which they were comparatively better placed. Labour 
became mobile. Expanded market increased the number of economic 
activities. New crops began to be grown. A number of new industries 
came into existence. A number of banks and insurance companies were 
also set up. Thus, many activities became possible. 


(c) Production began to be organised on Capitalist lines : Before the 
Britishers came most of the labourers owned their own equipmeat. They 
produced goods for their customers. They were masters of their destiny. 
They were not servants. They did not work for wages. But with the 
emergence of market economy production began to be organised on 
capitalist lines. The means of production began to be owned by 
individuals. They began to be sold, even labour offered its services in 
return for wages. The entrepreneur organised factors of production. He 
undertook the risk of market. He made payments to the factors of 
production. The labour which was master of its produce became wage 
earner. He had a weak bargaining power. 


(d) Economic life was greatly upset : Village no longer remained self- 
sufficient because a large part of their produce began to be sent outside 
for saie. They did not remain isolated. They established their links with 
the outside world. Tradition and customs ceased to govern the economic 
activities. Community living in villages got disrupted, individual owner- 
ship came into existence. Artisans who were protected by ensured 
payments at the time of harvest could not find protection from the 
: farmers. 


The import of manufactured goods from Britain destroyed Indian 
handicrafis; and the self-employed artisans became unemployed. They 
either took to agriculture or offered their labour for wages. As a result 
agriculture became over-crowded. Many became poor and got into 
heavy debts. Thus, rural indebtedness increased which ultimately led to 
the evil of bonded labour. Insecurity and poverty became the mark of the 


lives of the people. 


POINTS TO REMEMBER 
1. British rule in India resulted in creating following types of economies in 
India: 


(a) Semi-feudal economy, 

(b) Colonial and dependent economy, 

(c) Backward, stagnant and poor economy, 
(d) Exhausted economy, 

(e) Lopsided economic structure, 
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(f) Under-developed economy, and 
(g) Market economy. 


2. Semi-feudal economy : By introducing Zamindari system, semi-feudal 
economy was created wherein Zamindars collected land revenue for the 
Britishers. The Zamindars did not provide any service to the peasants. 


3. Colonial and dependent economy : Adopting the policy of dual trade 
pattern of exporting raw materials and importing finished goods from Britain. 
The new land revenue system. Forcing farmers to switch over to production of 
cash crops. Systematic destruction of our indigenous handicrafts. Following a 
policy of prefrential treatment in custom duties the seeds of colonial economy 
were sown. British capital entered into various segments of our economy. 
British capital was operated through Managing Agency System. 


4. Managing agents did the pioneering work of floating new concerns, 
provided their own funds, acted as agents for the purchase of raw materials, acted 
as agents for marketing of the produce and also managed the affairs of the 
business. Many malpractices developed in this system. Indian economy became 
dependent economy to Britain because goods required for defence and 
development were imported, exported agricultural goods and imported most of 
the manufactured items and the major trade was only with Britain. 


5. Backward, stagnant and poor economy : The productivity of agriculture 
decreased as the Zamindars did not bring about any improvement in land. 
Tenant farmers had neither the means nor the inducernents for improving land. 
Traditional handicrafts were destroyed. Modern industries did not grow fast. 
Rate of savings was low, illiteracy was a big handicap and investment 
opportunities were lacking. 


Stagnation means no change either in the national income or per capita 
income. During the British Rule national income increased only by 1.15 percent 
and per capita income rose by 0.45 percent annually. No signs of progress were 
witnessed during the British Rule in India. 


Large number of people lived a miserable life and this was a sign of poor 
economy. Low income, poor consumption, heavy mortality and high death rate, 
low expenditure per head etc. were the indicators of poor economy. 


6. Exhausted Economy due to various economic drains in the form of excess 
of exports over imports, home charges, profit and interest on foreign capital, 
footing the bills of the battles fought by the Britishers. All these economic 
drains made our country poor and our economy became exhausted. 


7. Lopsided Economy : Predominance of agricultural occupations and 
agriculture as a major source of national income made Indian economy lopsided. 


8. Under-developed economy : Agriculture became stagnant, industrial 
Structure grew weak, economy became dependent on foreign countries for 
essential supplies. Signs of under-development were - traditional agriculture, 
retrograde agrarian relations, utter inadequacy of inputs, poverty and 
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unemployment, destruction of native industries, weak industrial set up, 
inadequate growth of modern industries and lack of capital goods industries. 


9. Market Economy : It is an economy where products and factors of 
production are bought and sold. Competition among dealers exists and the 
motive of production is sale and profit. Money is used to measure values of 
goods and services. (i) Agricultural products began to be sold both in the 
country and outside, (ii) Commercial crops began to be grown, (iii) Factors of 
production began to be sold like goods, (iv) Rupee became the standard legal 
tender money and (v) Competition led to the determination of prices in the 


market. 


10. Causes of emerging market economy : Growing cash needs of the farmers, 
increase in rent led to need of large cash, increased rural indebtedness, growth of 
good transport and communication system, profitability of commercial crops, 


establishment of large scale industries, single monetary unit, political unification, 
centralised adminstration, and unified law. 


11. Effects of market economy : Emergence of a national economy, scope of 
economic activities expanded, production began to be organised on capitalist 
lines and economic life was greatly upset. 


QUESTIONS 


1. In what ways did advent of the British rule bring about changes in Indian 
Economy? 
(Hint : British rule resulted in semi-feudal economy... under-developed 
economy). 

2. What is market Economy? What is the importance of market economy? 
How did the development of Trade and commercialisation of agriculture 


help the growth of market economy in India? 
3. How did the Britishers exploit the Indian economy 

the areas of agriculture, industry and trade ? 
4. What was the state of agriculture at the eve of 


(Hint : It was in a very backward condition.) H è * 
5. Name the main sectors of the Indian economy in which the British and 


other foreign capital was used during the pre-independence period. 


Describe its impact on labour, natural resources and Indian enterprise. 


6. How did foreign capital and enterprise contribute to the Indian economic 


development during the British rule? How did it lead to “exploitation of 
labour and natural resources" and "distort the growth’ of the Indian 


for their undue gain in 


independence .? 


economy? : E 
7. (a) as the main aspects of the policy of colonial adminstration 1n respect 
rcd Be ade by war-time profits towards the 


(b) Explain the contribution m 
expansion of Indian capitalism. 
8. Discuss briefly the factors acco 
during the British rule in India. 


unting for the growth of rural indebtedness 
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- Discuss the role of the Managin 


- How far is the Britis 


. Discuss briefly the Principal instruments of exploitation of India's 


Iesources by the British rulers, 


- Briefly describe the forms of colonial exploitation in India during the 


second half of the 19th century. . . 
(Hint : Loot and Plunder. Induction of British Capital in India. 
Exploitation of natural Iesources and labour force, Development of 
Railways, shipping, banki g and insurance companies). 


- Briefly describe the indicators which Suggest that India had been 


my help in the emergence of capitalist 
enterprise in India during the British rule? = 
8 Agency System in the industrial 
development of India during the British period. 


h rule responsible for turning Indian economy into a 
dependent economy? 


- Write short notes on: 


(a) Rural indebtedness, 

(b) Managing agency system, 

(c) Poverty a Consequence of British rule. 
(d) Decay of Indian handicrafts. 

(c) Colonial exploitation. 

(f) Commercialisation of agriculture, 

(8) Economic Drains during British rule, 
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Constructive and Destructive role of 
the British Rule in India 


Having discussed the various developments that took place after the 
arrival of Britishers in India, we can now take up the constructive and 
destructive effects of British rule in India. Some of the salient positive 
changes brought in by the British can be enumerated as under : 


Integration of the Economy 


The political unification of the country, the introduction of unified law 
for the whole country, the emergence of a national market, the 
development of railways and roads and the introduction of a single 
currency in the form of rupee, integrated the Indian economy and helped 
the growth of trade and commerce. 


During the British rule the whole of India came under one political 
authority. Even the Indian princes had to obey the orders of the British 
Government. The adminstrative oneness of the country by the 
introduction of uniform law for the whole country eliminated many 
differences in the different regions which had existed before. The 
development of railways and roads brought far-flung areas together. The 
peaceful conditions created by the government authority promoted trade 
into remote areas of the country. 


It is very much doubtful if the Britishers brought in all the above 
developments for the benefits of the Indians. They were actually meant 
to strengthen the British hold on India. They were used to drain our 
wealth to England. Trade was developed to secure our agricultural 
products for British industries and to market British manufactured goods 


in India. 
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Establishment of Modern Industries 


A number of modem industries were established in cotton textiles, 
jute, paper, cement, iron and steel etc. Railways led to big changes in this 
field. Foliowing the establishment of railways, many workshops 
connected with them came into existence. Banks and insurance 
companies were also established. 


All the above developments established modern capitalist mode of 
Production. This new form of organisation with capitalists supplying 
capital and labour getting wages ushered in an institutional change of 
considerable importance for Indian economy. But the capitalist system 
brought all its evils with it. The artisans who were masters of their 
produce began to work as wage earners and became servants. They 
began selling their labour power. They became poor and many of them 
got into heavy debts. Some of them even became bonded labour. 
Insecurity and poverty came to mark the lives of the people. On the other 
hand, many Indians found considerable Scope for profitable avenues of 
investment, employment and income. An enterpreneur class came up. 
People got education and training in respect of industriai development. 


Modernisation of Attitudes 


particuarly in towns, took advantage of these developments. Many 
Indians came in touch with English businessmen and administrators. 
They gained from their experiences. The increasing facilities of travel 


jobs became easier. Mobility of people increased, All these had a 
significant bearing on the economic life of the people. 


Development of Transport and Communication System 


The Britishers introudced the railway system in 1853. This helped the 
commerce, trade and industry of the country. Telegraph line became 
operative in 1853. The first Postage stamp was released in 1852. 
Adequate improvements were made in the postal services, They made it 


55 


economic growth by facilitating the development of trade, commerce and 
industry. 
Uniform Law 


The Britishers framed a system of laws and established courts of 
justice about which the famous economic historian Shri R.C. Dutt has 
remarked : "They have framed wise laws and have established courts of 
justice the purity of which is as absolute as is in any country on the face 


of this earth." 
Decay of Indigenous Industries 
Indian industries which were world famous before the British rule, 
were destroyed. Following were the causes : 
(i) Disappearance of the princely courts who were patronising 
Indian industries. 
(ii) Indian goods could not compete with the machine made cheap 
goods of Britain. 
(iii) British goods were allowed to come to India without any duty or 
barrier while Indian exports of the manufactured goods had to 
pay heavy custom duties. 


Weakening of the Guilds 

The guilds supervised the quality of the producis. They also regulated 
the trade. With the entry of the British trader these guilds lost their 
power. Adulteration of materials, shaddy and poor workmanship and all 
other evils began to appear. 
Change of Habits 

The new class of educated Indians were proud to copy European 
fashions. They started hating every thing Indian. They blindly imitated 
the western ways to please their masters. 
Government Purchase Policy 

British Government in India discarded Indian goods while making 
purchases for civil adminstration, army and railways etc. 


Policy of Free Trade 

In order to feed British industries raw materials from India were 
exported and in order to curtail the local demand of our industries cheap 
goods from Britain were imported. Thus our productive efforts were 


made ineffective. 
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Decay of Old Towns 


(i) Diversion of Trade Routes : Many old towns which were located 
On some important trade routes lost their importance because of 
changed routes adopted by the railways. Mirzapur lost its 
importance because of a change in the railway route. 


(iii) Epidemics and Insanitary Conditions in Old Towns : Frequent 
Outbreak of epidemics like plague and cholera took a heavy toll 
of the urban Population, A large Population was driven out of 


Growth of New Cities : 
Many new cities Brew up for the following reasons :- 


(i) Centralisation of Administration : British Government located 
its offices in some towns. Thèse places were called district, 
divisional or provincial headquarters. These towns grew into 
big cities. 
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(ii) Concentration of Trade in a Few Cities : To Serve the interests 


Introduction of railways 


Political, social and economic unification and Progress depends to a 


57 


in the mobility of iabour. Trade expanded because of movement of 
goods from one part to the other. Foreign trade also expanded due to 
good transport stystem. Ports were linked with market centres. 


The foliowing factors motivated the Britishers to start railways in 
India :- 

(a) Military Consideration : The power io rule India was often 
challanged by our people. The Britishers had to meet this 
challange by mobilising troops and military stores. In order to 
have fast mobilisation possible they constructed railways. 


(b) Market For Manufaciured Goods : On account of Industrial 
Revolution in England iarge quantities of manufactured goods 
began to be exported to india. These goods were to reach the far 
flung areas of this country. Railways proved helpful to transport 
goods easily and cheaply to different parts of this vast country. 


Transportation of Raw-Materials : As narrated above England 
staried producing machine made goods on large scale. Their 
industries needed raw-materials. This need was to be fulfilled 
from English colonies. In order to get raw-materials in time 
railway transport was used. The Lancashire cotton textile mills 
wanied good cotton. When cotton was carried through bullock 
carts it used to get mixed with dust. Only railway transport 
could meet this need. 


Britishers had their own selfish interest in construction of railways in 
India. The railways were responsible for the destruction of our economy 
under the British rule. Some of the adverse effects of railway 
construction in India were :- 

(i) Destruction of Indian Handicrafts : Our handicrafis could not 
compete with the machine made cheap goods as Railways 
helped the British businessmen to trade with our far flung areas. 


(ii) Trade Assuming A Colonial Character : Railways helped the 
mass distribution of manufactured goods of England. They also 
made it possible to collect agricultural raw-materials even from 
the remote corners of the country for export to England. Thus 
our foreign trade assumed a colonial character. 


(c 
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Drainage of National Wealth 

For over 200 years the process of drain of wealth and capital from 
India remained unchecked. The East india Company was formed to trade 
with India. After the defeat of Indian rulers in the Battle of Plassi in 
1757, the company obtained the right to collect land revenue. With that 
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income, the company started trading. The appointment of zamindars 
ensured them regualr capital for trading. The company earned huge 
profits by trade. 


In 1858, the reins were taken over by British Government in England. 
The Secretary Of State with office in England began to charge huge 
amount in the name of Home Charges. Industrial Revolution in England 
changed the character of our trade. Wealth was drained in the form of 
excess exports of raw materials and natural resources like iron, coal and 
other metals. The policy of free trade also helped in the drainage of 
India's wealth. Use of British capital in industries, trade and railways 
also helped in the drainage of wealth in the form of profits, dividends and 
interest. 


About the economic drain, historians have pointed out that it was 
India alone who had survived in spite of the constant onslaughts of 
economic drain. Had there been some other country it would have 
perished long ago.. We should be grateful to our freedom fighters, and 
Social reformers who raised their voice during British regime against 
these atrocities. However, the rich and Prosperous land of India had been 
converted into a country of “hewers of wood and drawers of water.” 
When the Britishers left India in 1947, Indian economy was completely 
shattered. 


Famines 


According to great historian Ramesh Dutt “the famines which have 
desolated India within the last quarter of the nineteenth century are 
unexampled in their extent and intensity in the history of ancient or 
modern times." Before the arrival of the Britishers in India our villages 
were self-sufficient and they could also cater for our urban requirements. 
As a result of the change of economic life of India the village life was 
completely upset. Indian farmers began to sell their products and began 
to buy for their needs from the market. In periods of failure of monsoons 
famines occurred. Recurrence of famines became a normal and regular 
phenomenon. About 22 major famines were reported to have occurred 
during 1770-1900. The famine of 1770 took a toll of 35 percent 
population of Bengal. In 1860, about two lakhs people lost their lives in 
Western Uttar Pradesh. The most devasting famine of Bengal in 1943 
took away the lives of about 30 lakh people. 


Following were the main causes of famines during the British rule :- 


(i) Export of Food grains : After Industriai Revolution in England, 
agriculture lost its prominence. The British Government in 
India encouraged massive exports of foodgrains to England. 
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(ii) 


(iv) 


(vi) 
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The exports continued even in those years when. there was 
shortage of food articles in India: 


Hoarding And. Profiteering : When agriculture became 
commercialised, the business community and the traders with 
finances: from the banks began to indulge in hoarding, black 
marketing and other profit making activities in periods when. 
monsoons had failed. 


Failure of Monsoons And Other Natural Calamities : The 
Britishers did not care for irrigation facilities in India. Indian 
agriculture was mainly dependent on rains. Failure of rains was 
a regular feature in the mid-eighteenth and nineteenth centuries. 
Other natural calamities like epidemics, earth quakes, and 
invasion of locust caused scarcity of foodgrains very often. 


Commercialisation of Agriculture : Before the British rule, the 
Indian farmers produced foodgrains for their self-consumption. 
They used to keep some portion for meeting eventualities. But 
the Britishers changed the nature of agriculture. It became 
commercialised due to various reasons (as mentioned earlier). 
The farmers began to sell off their products in the market to pay 
off land revenue and other debts. At the time of crop failure, 
they had to suffer untold miseries. 


No Sympathy with The Indian People : Though British 
Government allowed the construction of railways for facilitating 
easy transport yet this system was not allowed to transport 
foodgrains from one part to other in times of famines. Near 
about 30 lakh people died in Bengal famine of 1943, as 
foodgrains could not be transported rapidly to Bengal from other 
parts of the country. It all happened due to the British rule in 
India as the Britishers had no sympathy with us. 

Poverty : India became poorer during British regime. People 
could not store foodgrains for emergency situations because of 
their meagre money income. Heavy rural indebtedness did not 


- allow them to hold back their produce. In fact the moneylenders 


used to collect the whole produce from the place of harvest 
itself. Forced by the circumstances and the voice of our 
freedom fighters the British Government in India appointed 
three Famine Commissions in 1878, 1897 and 1901. These 
commissions worked sincerely and vigorously but the 
Government did not care for the welfare of the masses. The 
Famine of 1943 of Bengal was the gift of the British rule to 
India. It was a most horrifying event. 
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Parting kick to India in the Form of Partition 


The mass movement started by our leaders in 1942 in the form of 
Quit India movement forced the Britishers to leave India. They left India 
in 1947 but before leaving they gave a kick by dividing the country into 
two parts : Indian Union and Pakistan. The partition dislocated Índia's 
economy. India was left with 82 percent of the population with 77 
percent area of the undivided India. Most of the food growing area, 
cotton and jute growing areas went to the share of Pakistan and India was 
left with cotton and jute mills.:Food shdrtage was felt very much after 
partition. Millions of people from Pakistan crossed over to India. It had 
grave economic and social consequences. Many serious problems arose. 
The problem of rehabilitation of refugees was the serious most problem. 
India's entire economy was completely dislocated. It was to be restored 
to its normal position. For this, Indian Government adopted the path cf 
economic planning and within a period of 5 years i.e. by the end of 1955- 
56, Indian economy was put back to rails. 


Problems created by the partition 


On 15th August 1947, India became a free nation. The sprouts of our 
freedom are blooming in the soil which is soaked by the blood of lakhs of 
martyrs who continued the struggle for India's freedom for century-and- 
a half fighting against the Britishers. The Britishers while leaving India 
partioned our country and created the following problems: 


(i) Food Shortage : West Punjab and Sind were the “Granaries of 
India'". With the partition these areas went to the share of 
Pakistan. Ás a result, food situation became very serious. India 
had deficiency of food for about 25 to 30 lakh tonnes per year. 


(ii) Shortage Of Raw Materials : As pointed out earlier, cotton and 
jute producing areas became the part of Pakistan. The mills 
were located in India, With partition the supply of raw 
materials was cut off for our mills. Almost all the 112 jute mills 
of undivided India came to our side while 81 percent of the jute 
producing area went to the share of Pakistan. Similarly 95 
percent of the cotton textile mills came to the share of India and 
the 60 percent cotton growing area went to the share of 
Pakistan. Shoriage of raw materials was also felt in other 
industries too. 


(iii) Dislocation of the Industrial Structure : As a result of partition 
entire industrial structure of India was dislocated because of the 
following : 


(a) Many important industries could not get raw materials. 
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(b) Many industries lost their effective markets. The areas which 
went to Pakistan used to demand large quantities of cotton 
textile, silk, woollen goods, hosiery, soap and rubber etc. 


(c) Large number of skilled artisans and craftsmen migrated to 
Pakistan, 


(d) Many miils located on the border of the two countries 
became unsafe. 


(iv) Transport System Paralysed : The railways net-work was 
disrupted by partition as the significant number of employees 
opted for Pakistan creating very many gaps in the whole of the 
Organisation. The smooth movement of the railways required a 
co-ordinated and well knit organisation. Since it was adversely 
affecied, it resulted in paralysed system. 


Division of Assets : At the time of partition the assets and the 
liabilities of the Reserve Bank of India and Public Debts were to 
be shared by the two countries. Pakistan was to pay a debt of 
Rs, 300 crores to India. It did not pay and has not paid till 
today. 


Indian Economy at the Eve of Independence in 1947 


(v. 


— 


On the eve of independence in 1947 Indian economy was a veiy 
backward, dependent and predominantly agrarian ecomomy. Agriculture 
engaged about 70 percent of the labour force. It generated 59 percent of 
the national income. Agriculture too was stagnating. The production of 
foodgrains stood declined as was reflected by the Bengal Famine of 


1943. Britishers did not pay much attention to the irrigation facilities. 


Farmers were burried under the burden of rural debt. Our economy was 
dependent economy. It was tied down to England. Productivity was the 
lowest in the world. There was no industrial structure except consumer 
goods industries. There was shortage of raw materials. Transport system 
stood paralysed. India's natural resources stood exploited against her 
interest. The backward state of economy showed itself in the following 
ways : 

(a) Very low per capita income : Our per capita income in 1948-49 
was about Rs. 466.8 at 1970-71 prices. Moreover, income was 
very unequally distributed. The vast majority of people lived in 
extreme poverty. They had inadequate and unbalanced dict, 
primitive housing of thached woods. There were no facilities 
for health care. There was complete lack of social security and 


cultural amenities. 
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(b) Mass Illiteracy : According to 1941 census the Literacy 
percentage was only 17 percent. The percentage was much 
lower for the rural areas and women. The majority of childern 
did not attend school. This was particularly true of girls. 


High Brith Rate and Death Rate : The birth rate was 45.2 per 
thousand of population. The death rate too was very-high well 
over 40 per thousand. 


(c 
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(d) Low Level of Urbanisation : according to the census figures of 
1941 only 14.2 percent of the total population lived in towns 
and cities while rest 85 percent lived in villages which were 
mostly without any facilities. 


(e) Dependent country : India was completely dependent on the rest 
of the world for plant and machinery needed for economic 
development. Even the replacements for worn out capital goods 
had to be imported. The economy also needed to import many 
essential items to maintain current life and activity. It was in no 
position to produce modern defence equipment and depended on 
the outside worid for means of national security. All this shows 
the economic backwardness of the Indian economy. 


(f) Stagnant Economy : The real per capita income was increasing 
ata snail pace of 0.5 percent per year. 


(g) Labour Unrest : During World War-II, Indian industries worked 
day and night as a result our machines got depleted. We could 
not replace them during war. The War stopped very suddenly. 
There were huge stocks lying in our mills undispatched. Mill 
owners started retrenching workers. Labour went on strike. 
Mill owners had declared lockouts. There was complete chaos 
in the industries. Industrialists who had earned lot of money 
during war did not bother for work in mills. 


POINTS TO REMEMBER 


British rule in India had both good and bad effects om Indian economy. 
The political unification, introduction of unified law, development of 
railways, introduction of single monetry unit led to the emergence of a 
National Market. But, the commercialisation of agriculture helped the 
Britishers much and our agriculture and trade assumed colonial character- 


. Indian businessmen industrialists found industries as a. profitable and 


attractive investment, so some modern industries were started. Britishers 
introduced foreign capital in plantations and consumer goods industries. 
Foreign capital created through Managing Agency system proved harmful. 
Indian wealth began to be drained out in the form of dividends and interest 
on capital. 


10. 


11. 


12. 


13. 
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. Britishers through their educaticnal system tried to change social order. 


Though many Indians availed the opportunities to study science, law and 
medicine, yet large number began to hate our own culture and our 
products. They began to imitate Britishers. 


Railways were a good means of transport yet they made it possible for 
British troops to move with easiness to curb our regional struggles with the 
Britishers started to throw them out of this country. 


. Uniform law made it possible to expand trade and commerce within the 


country yet law courts destroyed our panchayat system and encouraged 
litigation. Our rural indebtedness increased. 


The handicrafts stood decayed because their goods could not compete with 
the cheap goods made by machines. Our guilds became weaker. Our 
habits changed. 


Many old prosperous towns lost their importance and many new cities 
which were district headquarters grew in importance. 


Britishers drained our wealth and capital in many ways. Our economy 
became exhausted. 


Railways introduced in 1853, expanded our internal and external trade. 
Changed the character of our economy into a colonial economy. Helped 
British troops to move easily to meet challenges that were thrown by our 
countrymen to win freedom. 


For over 200 years, the process of drain of wealth and capital from India 
remained unchecked. Our country was converted into a country of hewers 
of wood and drawers of water. 


About 22 major famines occurred during 1770-1900. The Bengal Famine 
of 1943 took the lives of about 30 lakhs people. Causes of famines - 
export of foodgrains, other natural calamities, commercialisation of 
agriculture, no sympathy with the Indian people and their poverty. 

Partition of the country was a parting kick. Partition created problems of 
food shortage, shortage of raw materials, dislocation of the industrial 
structure, paralysed transport system, problem of debt. 


Indian economy on the eve of independence - (a) Backward economy 
shown by very low per capita income of Rs. 466.8 per year, mass 
illiteracy, high birth and death rates, low level of urbanisation, (b) 
Dependent economy, (c) Stagnant economy, (d) Division of Assets, (e) 
Labour unrest. 


QUESTIONS 


In what ways did advent of the British rule bring about changes in Indian 
economy? 


DMA 
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Discuss the adverse consequences of British rule on the Indian economy. 
Briefly explain chief economic effects of British rule in India. 

British rule had both harmful as well as beneficial effects on the Indian 
economy. Discuss with reference to either agriculture or industry. 

Outline the main consequences of British rule for the Indian economy? 
Independent India inherited a very backward virtually stagnant economy 
from her colonial past. Do you agree? Discuss. 

How was the partition a stunning blow to Indian economy? 

How did the economy of India manifest itself as a backward economy at 
the time of partition? 


UNIT II 
GENERAL ECONOMIC DEVELOPMENT SINCE 
INDEPENDENCE 
1. Population explosion - causes, consequences and remedies. 
2. Development plans : objectives and strategy of development. 
3. Economic growth and structural changes. 
4. Growth of investment and saving. 
5. Institutional change. 
6. Trade, payments and the problems of economic self-reliance. 
7. Course of prices. 
8. Problems of poverty, inequality and social security. 
9. The Employment Problem. 
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Population Explosion 


(Causes, Consequences and Remedies) 


“Man must control nature and he must also control his numbers", 


The economic development of a country depends to a great extent on 
the utilisation of its physical resources by its labour force. Thus, labour 
force of a country makes a positive contribution to its development. But 
it is also equally true that rapidly growing population retards the process 
of development. This is what has been happening in India with a very 
serious problem of population explosion. 
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In order to understand the true nature of population problem in the 
country, we must acquaint ourselves with the salient features of India’s 
population. 


1. Size and Rate of Growth of India’s Population 


India’ s population is the second largest in the world : China is first in 
this respect. The ten largest countries in the world in terms of population 
are as follows : 


1. China 2. India 3. USSR 

4.USA 5. Indonesia 6. Brazil 

7. Japan 8. Bangladesh 9. Nigeria 
10. Pakistan 


India today covers about 2.4 percent of the total land area of the world 
whereas she has to support about 15 percent of the world population. 


We get an account of the growth of population in the country from the 
census figures. In India, census is conducted every ten years after. The 
first census was conducted in 1872 followed by the second in 1881. 
Since then it is being conducted regularly at an interval of 10 years. Last 
census was conducted in 1981. Following table will provide figures for 
our study of the growth rate of India's population : 


Table 1 


GROWTH OF POPULATION (MILLION) 
1901 to 1981 


Census Total 


ETC 


Source : Registrar General of India 
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Fig. 1. : Growth of Population 
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Fig. 2 : Estimated Mid-year Population (As on Ist July) 
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A study of the growth of population of India shows the following : 


(a) During the first 60 years i.e. 1901 to 1961, population increased by 
about 201 millions but it increased by about 246 millions only in last 20 
years. 


(b) The year 1921 can be regarded as "The year of Great Divide" 
because since that year India's population has been continuously 
increasing. It doubled itself during 1931 and 1971. The growth of 
population before 1921 was very slow. The total increase between 1901 
and 1921 was 13 millions. Judged by any standard it was indeed a very 
slow rate of growth. Not only was the growth slow but it was irregular as 
well. There were great ups and downs. During 1901-11, population 
increased, but declined in the decade of 1911-21. 


(c) After independence, the growth of population accelerated at a fast 
rate. Before 1921-51, the growth rate was near about 1.2 percent but 
during 1951-61, it was 2.2 percent and during 1961-71, it jumped to 2.5 
percent. The annual growth rate is double that of pre-independence rate. 
The trend of rapid growth is still continuing. 


(d) The growth of population in India is faster than many other 
countries of the world. During 1971-81, the growth rate per year was 2.5 
percent in India whereas it was 1.2 percent in China, 0.7 percent in Japan 
and 1.0 percent in USA. If the population is allowed to increase at the 
present rate, it will exceed the level of 100 crores by 2001. 


Thus, it is clear that India's population is not only large but is growing 
at an alarming rate. This phenomenon is called “Population Explosion". 


Causes of Population Explosion 


Rate of growth of population is a function of birth rate and death rate. 
Increase of population is caused by an excess of births over deaths. 
Larger this excess, faster the rise in population. This is what has 
happened in India. 


The difference between the birth rate and the death rate is called 
natural growth of population. Birth and death rates are generally 
expressed in trems of per 1000 persons per annum. For example, a birth 
rate of 35 means that 35 infants are born per 1000 persons. Similarly, 
Death rate of 20 means that 20 persons per thousand die annually. The 
difference between the two is called natural growth rate of population. 


Second cause of population explosion is the influx of refugees from 
other countries. This is called Migration of Population. India had to face 
the influx of refugees from Pakistan, Tibet, Nepal, Burma, Sri Lanka and 
Bangladesh. In 1971 about 100 lakh refugees found their way from 
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| Bangladesh. Recently, Tamil refugees have come from Sri Lanka. Total 
influx of refugees has never been significant so theze has been no need 
for extra caution on this account. 


The birth rate, Death rate and the natural growth rate of India during 
1901 and 1986 are given in the following table : 


Tabie 2 
(Birth Rate, Death Rate & Natural Growth Rate per thousand per annum) 


| Natural Growth Rate 


Source : Registrar General, India : Seventh Five Year Plan. Economic 
Information Year Book, 1988-89. 
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Fig. 3 : Birth and death rates (per thousand population) 
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From the above table and the graph, the following facts are revealed ; 


(a) Both the birth rate and the death rate were high in the beginning of 
the century and the gap between them was quite low. 


(b) Both the rates are declining. The decline became more 
pronounced since 1951. The growth rate of population has increased 
since 1921 and after 1951 it became faster. The annual growth rate, 
which was 6.6 per thousand in the beginning of the present century, 
increased to 10.1 per thousand during 1921-31 and it jumped to 22.2 per 
thousand during 1971-81. The faster growth rate has led to population 
explosion. 


(c) Country's population is increasing rapidly because the birth rate 
continues to be high, the death rate has gone down. It is, therefore, 
necessary to know the causes of high birth rate and low death rate in the 
country. 


Causes of high Birth Rate 


The major factors responsible for the prevailing high birth rate are as 
follows : 


1. Poverty : For the poor children are a source of income rather than a 
burden. As such they prefer to have big families. Whatever little 
recreation they have, they get it from sex and as such they do not care for 
its consequences. 


2. Early Marriage : The age of puberty in India starts early and the 
girls are generally married at an early age, as such their reproduction 
span gets longer resulting in more children. 


3. Illiteracy and Ignorance : As per the findings of the National 
Sample Survey, there seems to exist a direct and positive correlation 
between education and the small family. 


4. Religious and Social Customs : Due to the religious and social 
superiority of the male child, people do not think of family planning till à 
male child is born in the family. 


5. Family Planning not accepted as a norm : Poor people do not 
accept family planning as a norm and they either do not know or do not 
care about the methods of birth control. 


Causes of Low Death Rate 


In our country the position in respect of the death rate is different. In 
the beginning of this century, the death rate was very high. After 1951, it 
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started declining. Let us look at the following figures : 


Table 3 
Death rate per thousand 


1901-10 42.6 
1911-20 47.2 
1921-30 36.3 
1931-40 31.2 
1941-50 27.4 
1951-60 22.8 
1961-70 19.0 
1971-80 15.0 


1981-86 12.2 


Following factors account for the declining death rate in the country : 


1. Fall in infant mortality rate : In India, the death rate of children 
below the age of one year was 218 per thousand in 1951. This is called 
infant mortality. The principal causes of infant mortality were ; mal- 
nutrition, pneumonia, diarrhoea, infection and parasite diseases. Since 
most of these causes are remedied, the infant mortality rate declined to 90 
in 1985. 


2. Decline in the mortality rate among females : Due to inadequate 
pre-natal care of expected mothers, the mortality among females was 
very high. Considerable improvements have taken place in respect of 
diet of expected mothers, hospital and mid-wifery facilities. As a result, 
mortality rate among females has declined. 


3. Improved medical and health facilities : In the past very many 
epidemics or diseases like small pox, cholera, plague, influenza and 
malaria used to take a heavy toll of human life. With the growth of 
medical facilities and improvement in living standards, they have lost 
much of their terror in terms of causing large scale deaths. Better 
housing and sanitary conditions have also controlled death rate. 


4, Assured food supply : Death rate during famines was high due to 
non-availability of foodgrains. The Bengal famine of 1943 is a glaring 
example, when millions of people lost their lives because of non- 
availability of food. Increased production of foodgrains and 
development of quicker means of transportation have helped to check 
deaths from starvation. 


5. Spread of knowledge and awareness : With the spread of mass 
media of communication like radio, television network, newspapers etc., 
the people have come to know the measures to save themselves from the 
various killing diseases. 
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Consequences of Population Explosion 


The rapidly rising population is obstructing our efforts at removing 
poverty and unemployment. Population explosion has caused havoc to 
our economic system. After independence, efforts were made through 
Five Year Plans to raise the standard of living and economic welfare of 
the people. But the population increase has nullified the effects, 
complicated very many problems and has checked our economic 
progress. Let us discuss the consequences of population explosion in 
respect of some aspects of our economy. 


(i) Population and per capita income : After independence, the 
national government tried to increase the national income of the country 
_ through five Year Plans. As a result of planning, the National Income at 
constant prices (1970-71 prices) i.e. the real national income increased 
from Rs. 16,731 crores in 1950-51 to Rs.68,278 crores in 1986-87; the 
annual average rate of growth of real national income has been calculated 
as 3.8 percent. But when we divide the national income by the size of 
population to find out per capita income, we find that the per capita 
income though increased from Rs.466 (1950-51) to Rs.815 in 1986-87, it 
had increased only at the rate of 1.5 percent. Thus, the little benefits 
which could come from the growth of national income have been fritted 
away. The rising national income has got itself distributed among the 
rising population. Average standard of living has not increased and so 
with the poor standard of living the capacity to work and earn has also 
not increased. 


(ii) Population and food situation : As a result of continuous efforts 
since independence, the production of foodgrains has increased but when 
we calculate per capita food supply the position is not ideal. The intake 
of food by miilions of people still remains inadequate. As a result, large 
number of poor people are unable to meet their minimum requirements 
for physical existence. The rapidly rising population had not allowed any 
significant improvement. 


(iii) Population and pressure on land : As a consequence of rising 
population, its pressure on land has increased. In the year 1911, per head 
availability of land for cultivation was 1.1 acres but it came down to less 
than 0.3 acres in 1988, Rising population has created many problems for 
Indian agriculture. Some important problems are :- 


(a) Improvement in agriculture has been obstructed. 


(b) Family farms got divided and sub-divided. The average size of 
land holding has fallen. About 60 percent cf the total holdings 
are of a size of 1 hectare or less. This affects productivity. 
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(c) There is widespread disguised unemployment and under- 
employment in the agricultural sector. 


(iv) Population and employment : Since independence, employment 
opportunities have increased considerably but with all the efforts we find 
that the problem of unemployment has become more serious. In India, 
there was already a surplus labour but as a result of increase in 
population the number of people without work has increased. The 
number of unemployed persons has been estimated about 300 lakhs. 


(v) Population and energy resources : Energy resources are needed 
for economic development but with the growth of population we need 
extra power. If cach family uses 40 watt electric bulb then we need to 
put up a new 250 MW power station every three months and that too for 
unproductive purpose. 


(vi) Population and housing, health and education : Increasing 
population demands an additional expenditure on housing, education and 
health facilities. All these facilities are necessary for increasing human 
resources or labour force. If the government fails to provide finance for 
them, the quality of labour force will deteriorate. 


(vii) Population and capital formation : The present rate of growth of 
population in India is 2.5 percent per annum. To maintain a constant per 
capita real income, national income must rise at the rate of 2.5 percent 
per annum. To achieve this, capital investment is necessary. The capital 
output ratio for the Indian economy at present has been estimated at 5.5. 
To bring about an increase of national income at the rate of 2.5 percent, 
capital accumulation should be about 13.8 percent (i.e. 2.5 x 5.5). The 
rising population is eating away the growing income of the economy. 
The economy is not in a position to raise the level of saving. Machines, 
plants and equipment, buildings etc. can be raised only when people 
save. Due to lack of saving and inadequate capital, investment fails to 
pick up. Low level of investment keeps the productivity and income 
low. The low level of productivity is a major cause of poverty. 
According to some experts, population explosion is the biggest roadblock 


in the path of economic progress. 


(vii) Population and Public Expenditure : With the increase of 
population more consumption goods become necessary for the additional 
population. Government has to spend more on hospitals, drinking water, 
education etc. Expenditure on these takes away resources which could 
be used for the production of machines, tools etc. and development of 
infrastructure. Moreover, without raising income, a country cannot 
afford to spend enough on public services. At present, there is a great 
need for making investment in physical equipment. But increase in 
population makes it difficult. 
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(ix) Population and social Problems : Unbalanced distribution of 
population causes political and social conflicts apart from riots. The 
rising population of unemployed young people is prone to adopting anti- 
social activities. Large scale exodus of rural manpower causes 
unplanned urbanisation. 


Population of India which is increasing at an alarming rate has not 
only hampered the pace of economic growth in the country, but also 
allowed the vicious circle of poverty to continue. 


Remedies to Population Explosion 


To start a new era of economic and social uplift, we have to control 
the increasing population. It is possible only through a reduction in the 
birth rate. No one suggest arresting the decline in the death rate. Birth 
Tate can be reduced by family planning. Family planning implies 
limiting the number of children to be born to a couple and also 
determining the Spacing of children. India has adopted family planning 
as the official policy. For this, we have to motivate people. People 
themselves should decide to have small families. Following measures 
will be helpful to motivate the people :- 


(a) Compulsory Schooling : Yt is necessary so that poor parents may 
not use their children for supplementing their income. When they find 
that they have to send their children to school, they will be less inclined 
to have more children. 


(b) Health Education : While educating people emphasis should be 
laid on the benefits of a small family. Evils of a large family should be 
brought to the notice of the people. 


(c) Old age Security : By providing security for the poor in the old 
age, we can assure people of economic security at a time when they are 
unable to work. They will, thus, not be compelled to have more children. 


(d) Social Status of Women : When women are educated and they get 
more opportunities to work outside their homes, they will think of many 
other things besides having children. Educated women motivate male 
members to use family planning methods. We must promote female 
education and increase avenues for their employment. 


Besides motivating people to have small families, we should take 
Steps to propagate the use of birth control devices. Following steps may 
be taken in this direction : 


(a) Financial assistance to acceptors and motivators of family 
planning methods like sterilisation. This is a must in the case of 
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poor people. Schooling of the children of weaker sections of the 
Society and providing security in old age can also be best 
economic incentives. 


(b) Making available family planning methods, through different 
outlets in urban, semi-urban and rural areas. Weaker sections of 
the society should get them at subsidised rates or even free. 


(c) Arrangements for education in health and biology of reproduction 
be made. Knowledge about birth control devices be spread. This 
is essential because many people do not know fully about them. 
Out of ignorance, they feel hesitant to use them. They feel that by 
adopting these methods, they will not be able to lead a normal 
life. Fears about the use of family planning devices should be 
removed. 


(d) Suitable provisions be made for nutrition, immunisation and other 
protective and preventive measures against diseases. 


(e) Family planning centres be made available to weaker sections of 
the society. These centres be provided with various services 
related to family planning. 


(f) Promotion of Late Marriage : If people voluntarily marry at a late 
age, the number of births will considerably decline. 


The message of family planning should reach every nook and corner 
of the country. Control of population depends upon many inter-related 
measures and action is to be taken on all fronts simultaneously. In view 
of the gravity of the problem, it is necessary to know about the measures 
that the Government has been taking to reduce the rate of population 
growth. 


Population Policy of the Government 


The existence of the population problem was realised in 1951. The 
policy of family planning was adopted in 1952. In the first instance, 
during 1951-61, the family planning programme was started on an 
experimental basis. Services were provided to those who were motivated 
to adopt family planning. In 1961-62, the infrastructure for family 
planning was created. The family planning programme at that time 
consisted of : family limitation and reasonable spacing of children, 
treatment of sterility, marriage counselling and guidance, family life 
education and other measures which contribute to the overall welfare of 
the family. The aim of family planning was creation of better parents, 
healthier children, better and happy married life. 
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The approach of the Government was that family planning be 
practised on a voluntary basis. Government took steps to propagate the 
need and the adoption of the norm of smali family. Incentives were 
provided to propagate the need of small family. 


Upto the end of fourth Pian (1973-74), the Government treated family 
planning merely as a programme of limiting births. But after the Fourth 
Plan family planning programme has been integrated with health, 
maternity and child welfare and nutrition programmes. 


At present, the family planning programme has been redesigned and 
now it has become a family welfare programme. The Government 1$ 
now looking after the child and the mother. This leads to an increase in 
the survival rate of children. Children and mothers enjoy a healthy life. 
All this would reduce the need for more children. 


In the First Plan, only Rs.65 lakhs were spent on family planning. In 
the Second Plan, allocation on this programme was increased to Rs.5 
crores, In the Third Plan, a provision of Rs. 27 crores was made. The 
funds earmarked for the Fourth Plan were Rs. 330 crores. Allocations of 
Rs.497 crores were made in the Fifth Plan. The outlay in the Sixth Plan 
was Rs.1,010 crores. A sum of Rs.3,267 crores has been allocated for 
this programme in the Seventh Plan. 


It has been estimated that 61 million births have been averted during 
the period 1965-85, through: the family Welfare Programme. Family 
Planning methods have been adopted by 33.3 millions in 1984-85. The 
couple protection rate has gone upto 32 percent. 


The programme of family welfare includes education of people in 
respect of the need for population control. Mass media as radio and 
television network are used to spread information and knowledge about 
family planning methods. Birth control devices are made available 
through shops, doctors, hospitals and dispensaries. Incentives aI€ 
provided to those who adopt family planning. The age of marriage for 
girls and boys have been raised to 18 and 21 years respectively. Training , 
programmes are organised for workers in this field. 


Theory of Demographic Transition and India's Population 


Growth rate of population in any country is largely determined by the 
death rate and birth rate prevailing in the country. The experience of the 
present day industrial countries has shown the death rate and birth ma 
having a tendency to follow a particular course as a sequence © 
economic development. These generalisations are studied in the form O 
a theory of Demographic Transition. This theory states that bu 
economy passes through the different stages of demographic transition. 
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In the First stage, both the death rate and birth rate are high in the 
country because of illiteracy, lack of sanitation, non-availability of 
medical facilities etc. This is the stage when an economy is under- 
developed and agriculture predominates. In such a stage, the birth rate is 
high because poor people look upon children as help when they grow up. 
Children are like insurance for their parents in old age. Mortality rate 
among infants is high. To keep some children survive, people prefer to 
have more children. People have no knowledge about family planning. 
Religious and social beliefs force them to have large families. In this 
stage both the birth rate and death rate are high; so the population 
increases slowly. 


In the second stage, the death rate starts falling with the spread of 
medical knowledge, availablity of medical aid and growing 
consciousness of rising standard of living. But the birth rate remains 
almost stable at the high level. This results in a fast growth of 
population. Since the rise in numbers is very fast, this stage is called the 
stage of “Population Explosion”. In this stage, the death rate declines 
due to many reasons. Income of people being higher, they are able to 
take adequate and good food. Facilities for health and sanitation increase 
and as a result, there is decrease in famines, epidemics etc. For a 
considerable time, the birth rate continues to remain high. High birth rate 
coupled with low death rate results in a rapid growth of population. India 
is in this stage. 

In the third stage, the birth rate also starts falling and reaches a low 
level. Since both rates fall, the growth of population in the stage 
becomes very slow. This is a state when an economy has developed 
itself. It is no longer an agriculture based economy, in fact it is an 
industrial economy. Urbanisation spreads and the incomes of the people 
reach a high level. People prefer small families. Urbanisation brings the 
problera of housing and as such peopie prefer to have small families. 
Birth rate falls rapidly and comes close to the death rate and thus the 
growth rate of population is very slow. 


In the light of the theory of demographic transition, we can explain the 
various developments in the growth of population in India. The growth 
of population in India till 1921, conforms that India was in the first stage 
of demographic transition. Till 1921 both the birth rate and death rate 
were high. The growth rate of population of the country was small. The 
economy was under-developed and India was an agricultural country. 


From 1921 to 1951, the course of population growth was like that of 
second stage of demographic transition. The death rate declined and the 
birth rate remained high. As a result there was big increase in 
popul- ion. This large rise has been termed as population explosion. 
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Indian experience and that of the other developed countries shows 
some difference as mentioned in the theory of demographic transition. 
‘Sccording to this theory, death rate declines with the increase of people s 
income. In India, though national income has increased, yet per capita 
income has not increased. Indian economy continues to be an agrarian 
economy. More than 70 percent of the labour force still works in 
agriculture. About 80 percent population lives in villages. Only a very 
small proportion of labour force is engaged in industries and service 
sector. Half of the national income is from agriculture and its allied 
activities. The big decline in the death rate is because of the control of 
epidemics and extension of health services. In India, though death rate 
has declined yet birth rate is not declining. The birth rate in India may 
decline in the near future because birth rate declines only with economic 
development, urbanisation and high income levels. For some years to 
come, this seems to be a distant hope and the Government must try to 
reduce the birth rate by promoting family planning in the country. 


Some other features of Indian Population 


(a) Age Composition : Age composition of the population explains the 
position of working population in the country. Too young and too old 
are not expected to work. They are dependent for their livelihood. 
According to 1981 census, the age composition is as follows : 


Table 4 
Age composition in 1981 


Age Group Percentage 
0-14 39.72 


16-59 50.07 
60 and above 10.21 


The table reveals that only 50.07 per cent of the total population of 
India is in the working age, the balance of 49.93percent is in the group of 
dependents. The working population has to carry the greater burden of 
dependents. About 39.72 percent population is in child age group. This 
part of the population will reproduce itself and thus add to human 
resource base of the country. 


(b) Sex Composition : It determines the marriage rate and the birth 
rate in any country. According to 1981 census, the Proportion of women 
to per thousand men was 965. This proportion has been falling right 
since the beginning of this century. In 1901, it was 972. This 
proportionate fall has been due to (i) high rate of deaths among females 
in the country, and (ii) generally low status of women in the society. 
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(c) Rural and Urban Population : India is a country of villages. 
According to 1981 census, 76.7 percent of total population lives in rural 
areas and 23.3 percent in urban areas. Since the beginning of this 
century, there has been considerable increase in the urban population. In 
1921, only 10.8 percent of the total population lived in urban areas. In 
1981, it rose to 23.3 percent. Urbanisation is due to the growth of 
industries, trade and commerce. 


(d) Life Expectancy : Life expectancy means the number of years that 
a new born child, on an average is expected to live. Life expectancy in 
our country is steadily increasing. In the beginning of this century, life 
expectancy was 23 years only but at present itis about 56 years. Rise in 
life expectancy is a good sign. We can make better use of our man- 
power resources. As compared to other countries of the world, our life 
expectancy is still miserably low. 


60t Ite 


4 
Dow 335, 
50} I) MALE 
ZA FEMALE 
Bal Bl comamen 


3or 


SN S: 


1921-3] SSSSSSSSSSSSSSSSSS 


20r 


NMA 


SSSSSS 


10+ 


NATIONAL INCOME , 000 CRORES Rs 


KS 


1985-86 RST HSSOS OOOO SS 


1961-71 


1931-41 SSSSSSSSSSSSSSSSSSSSSSI 


1901-11} 
1941-51 


Fig.4 : Expectation of Life at Birth (Years) 


(e) Density of population : It means number of people living per 
square kilometre of land area. According to the census of 1981, the 
density of population in India is 216. Density of population increases 
with the increase in population because total land area of a country is 
always fixed. There is no relation between economic development and 
density of population. Many developed countries of the world have 
density of population much higher than that of India. 
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(f) Literacy Rates : Higher literacy contributes to the achievement of 
fast economic and social progress. Literacy rate in India has been 
increasing. In 1951, literacy rate was 16.7 percent but in 1981 it has been 
36.2 percent Growing literacy makes our human resources more 
significant instruments of development. 


Points to Remember 


Population of India is increasing at an alarming rate. India’s population is 
second largest in the world. India has to support 15 percent of world population. 
Census held after the interval of every 10 years provide an account of thegrowth 
of population in India. Last census was held in 1981. After 1921, population 
growth is fast but it became faster from 1951. Between 1971 and 1981, 
population increased by 137.02 million, growth rate was 2.28 percent per year. 

The fast growth rate of population is called population explosion. The main 
cause of this explosion is high birth rate and low death rate. 

Main causes of high birth rate are : 

(a) Poverty (b) Early marriage (c) Illiteracy and ignorance (d) Religious and 
social customs (e) Family planning not accepted as a norm. 

Causes of declining death rate : 

(a) Fall in infantile mortality (b) Decline in the death rate of females (c) 
Improved medical and health facilities (d) Assured food supply (e) Spread of 
knowledge and awareness. 

Consequences of population explosion : 

(i) The rising national income has got itself distributed among the rising 
population. (ii) The intake of food by many people remains inadequate, (iii) 
Pressure on land has increased, (iv) The problem of unemployment has become 
more serious. (v) Energy resources are used for unproductive purposes. (vi) 
Government has to incur additional expenditure on education and health services, 
(vii) The rising population is eating away the growing income of the country. 
(viii) Governmerit expenditure increases on water etc. (ix) Unemployed 
youngmen adopt anti-social activities, 


health be made. (h) Suitable arrangements for nutrition (i) Family planning 
Centre for weaker sections. (j) Promotion of late marriages, 

The Government of India has decided that family planning be practised on a 
voluntary basis. A sum of Rs. 3267 crores has been set apart in the seventh plan. 

The theory of demographic transition explains the effects of economic 
development on population grwoth. There are three Stages. In the first stage, 
birth and death rates both are high. Till 1921 India was in this stage. In the 
second stage death rate falls rapidly, the birth rate remains high. India was in this 


Stage for 1921 to 1951. In the third stage, birth rate also falls with the high level 
of development of economy. 
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India's 50.07 percent population is in working group while 49.93 percent are 


dependent. In 1981, sex ratio was 965 women for 1000 men. About 76.3 percent 
population lives in villages. Expectancy of life has increased from 23 years to 56 
years. Density of population is 216. ' Literacy rate is 36.2 percent. 
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Questions 


. What do you mean by population explosion? How far is it responsible for 


our poor standard of living? 

Or 
How is population explosion affecting the economic prosperity of Indian 
people? 


. State the causes responsible for population explosion in India? 
. "All problems of Indian economy specially removal of poverty are because 


of population explosion in the country". Discuss. 
Why is it essential to control birth rate in India? Suggest effective 
measures to achieve it. 


. Discuss the causes of over population in India. Also explain its effects. 


Suggest remedies to solve the problem. 


. Why should the rapid grwoth of population in India be checked? Give 


specific remedies for the solution of the problem. 


. Describe the different stages in the theory of demographic transition. Also 


describe the Indian experience in this context. Why is their an urgency for 
controlling birth rate in India? 

Or 
Can population explosion be controlled? If so, how? 


. Give an idea of the growth of population in India during the last 60 years 


or so. Account for the rapid growth since 1921. 

What are the symptoms of over population in India? 

(Hint : Extreme poverty, Pressure on land, Unemployment, Heavy burden 
on public services.) 


. What measures would be necessary to make family planning more 


successful in India? 


. The year 1921 is described as the Year of the "Great Divide" , Explain in 


five lines. 


. What are the causes of high birth rate and low death rate? (points only) 
. Describe the population policy of the Government (Write 20 lines) 


Write short notes on the following t 

(a) The working population in India. : 

(b) Why is the control on population explosion essential? 
(c) Efforts to win over people for accepting family planning. 
(d) Progress of family planning in India, — 

(e) Features of the second stage of population growth. S 
(f) Two considerations calling for urgent measure to lower the birth rate 

in India. 
(g) Population explosion in India. 
(h) Need for controlling population growth. 
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Development Plans : 
Objectives and Strategy 


In 1947, India became a free nation. In 1950, we adopted a 
constitution for our country. The Constitution directs that the State shall 
strive to promote the welfare of the people securing and protecting as 
effectively as it may, a social order in which justice—social; economic 
and political—shall be administered without any distinction of caste, 
creed and race. To carry out the obligations laid down in the 
constitution, the Government took to development planning. In 1950, the 
Planning Commission was asked to assess carefully the human and 
physical resources of the country. India's resources are limited in 
relation to her needs of development. Therefore, it was/is necessary to 
use these resources in such a way so as to bring maximum welfare for the 
people. Wastage of resources and unnecessary duplication of effort is to 
be avoided. Resources have to be used in a planned manner and 
allocated among different uses in order of preference. A plan has to be 
drawn enlisting all the resources and their projected use in order of 
preference to achieve specific objectives and targets. This method of 
allocating resources among different uses according to the needs is 
known as economic planning. Since the basic objective is development, 
it is also called development planning. 


Meaning of Economic Planning 


It means the allocation of limited resources among different uses in 
such a way as to bring about the maximum welfare to the people. 
Economic planning consists of two basic elements. One is the 
determination of objectives and the second is the provision of means for 
the achievement of the objectives. The scheme of details is called an 
economic plan. 
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Objectives of Indian Planning 


India adopted economic planning for the following objectives. They 
may be termed as long-term goals of Indian planning : 


(i) Increase in production and income, 
(ii) Increase in employment, 
(iii) Achievement of economic equality, 
(iv) Stable Growth and self reliance, and 
(v) Establishment and promotion of mixed economy. 


(i) Increase in production and income : Immediately after 
independence, India was faced with the complex problem of 
development. Two hundred years of foreign rule had pushed back India 
to the status of a dependent colony. Independence was followed by 
partition. It completly dislocated the economy. Wheat, cotton and jute 
producing parts remained in Pakistan. Large number of refugees came 
from Western India. Food problem became very acute. Cotton textile 
and jute industries were paralysed. India required increased production 
to meet the shortage of food, raw material and to rehabilate millions of 
people who had migrated to India. Economic planning was launched to 
increase production. Increase in the level of production will mean 
increase in the total amount of goods and services produced in the 
country. This will increase the national income (National Income refers 
to the total amount of goods and services produced in the country) of the 
country. Increase of National Income (GNP) will result in an increase in 
per capita income. Per capita Income is NATIONAL INCOME/ 
TOTAL POPULATION. In India, production of goods and services 
could be increased by improving productivity of agriculture and helping 
industrial growth. Agricultural production could be increased by 
providing dynamic land tenure system, irrigation facilities, good manures 
and fertilisers, improved and high yielding varieties of seeds, finance and 
better return to the agricultural Producers. Industrial growth needs higher 
rate of savings to raise investment, research and development, technical 
help and growth of trade and commerce and other allied services. 


(ii) Increase in employment : India has abundant human resources. 
Unemployment and under-employment are two evils that have been 
plaguing our country. Utilisation of manpower can help in raising 
production and also can help in eradicating poverty. Thus, one of the 
important objectives of planning in India has been to expand employment 


opportunities. 


(iii) Achievement of economic equality : Indian Constitution provides 
for the establishment of a “Socialistic Pattern Of Society". This type of 
Society requires equitable Sharing of income and wealth. Special state 
help is required for the weaker sections of the Society. It requires 
prevention of concentration of economic power in few hands. 


also restricts the industrial growth because poverty restricts the markets 
as well Similarly, the concentration of economic power leads to 
monopolies which in tum limits the expansion of out-put and 
employment. Indian planning aims at reducing the inequalities of income 
by more production and by fair distribution of income. This process is 
called "Growth with Social Justice", 


(iv) Stable Growth and Self-Reliance : Fluctuations in the price-level, 
wage rates, profit margins and Saving rates etc. adversely affects the 
production and distribution of national income of the country. Removal 
of these fluctuations will help to provide stability to the economy. The 
inflow of capital, raw materials, techical know-how, etc. from foreign 
countries was a great burden on the economy in the form of repayment of 


Need for planning in India 


When India attained freedom, her economy was under-developed and 
the people were very poor. The Government under the leadership of Pt. 
Jawahar Lal Nehru decided to adopt planning as an instrument for 
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development. Following are the main reasons for adopting pianning in 
India : 


(i) To pull the economy out of the morass of centuries : At the time 
when we became free, there were many weaknesses in our economy. 
Though we were an agricultural country, we could not provide enough 
food for ourselves. The agricultural operations were primitive as the 
farmers used old and less productive techniques. Relations between the 
landlords and tenants were not conducive to higher production. In the 
field of industries, there were very few capital goods industries. British 
rule depleted the economic resources of the country. There was 
stagnation in the economy. Second world war and the partition 
aggravated the situation. There was an immediate need to pull the 
economy out of the morass of centuries and put it on the road of progress. 
This needed planned development 


(ii) Establishment of capital goods industries and supporting elements 
of an economy : For economic development of the country, capital goods 
industries producing steel, coal, machines etc. were needed. The country 
also needed supporting elements of an economy like railways, roads, 
markets, technical as well as general education etc. Private enterprises 
could not undertake such projects. It was, therefore, neccessary to 
establish such projects in the public sector. Government alone is capable 
of making investments in infrastructure and heavy industries. 


(iii) Co-ordinated efforts : For economic development of the country, 
many activities were to be co-ordinated. For example, when we need 
more of railway engines, iron-ore, steel, coal and factories to build them 
are also required. This require co-ordinated and regulated activities. 
Huge capital is required to establish an industry or factory to produce 
locomotives. Only government can help. It can collect finances from 
several sources like taxes, loans, foreign aid, etc. 

(iv) Removal of disparities : During the struggle of independence, the 
Indian leaders pleaded for helping the poor people like small farmers, 
agricultural labourers, harijans and backward communities. The Indian 
constitution assured these people all help. Private enterprise cannot help 
them because they are interested only in their profits. Only co-ordinated 
efforts through planning can help the economically weak communities 
and backward regions. Thus, the objective of establishing an egalitarian 
society also prompted the Government to adopt planning in India. 


Brief History of Planning in India 

velopment to fight poverty and stagnation 
e First Five Year Plan was launched. 
up in 1950 under the chairmanship of 


The era of economic de 
started on Ist April, 1951 when th 
The Planning Commission was set- 
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our First Prime Minister Pt. Jawaharlal Nehru. Quite a lot of thinking 
about planning was also done before independence. The following few 
efforts are worth mentioning :- 


In 1934, Shri M. Visvesvarya published his book "Planned Economy 
for India". In 1938, Indian National Congress set-up a committee under 
the chairmanship of Pt. Jawaharlal Nehru to work on the subject of 
planning. Netaji Subhash Bose was the Secretary of that committee. In 
1943, eight industrialists of Bombay prepared a plan called “A Plan for 
Economic Development”. It is also called Bombay Plan. 
Simultaneously, Mr. M.N. Roy published a plan called “People’s Plan". 
Prof. Shriman Narain Aggarwal presented another plan on the directives 
of Mahatama Gandhiji. This is known as “Gandhian Plan". The 
Government of India also published a plan. Ali these plans differed with 
each other. Bombay plan emphasised big industries while People's Plan 
was labour oriented and Gandhian Plan was based on small and cottage 
industries, However, the ideas contained in those plans influenced the 
formulation of plans in independent India. 


Plans since 1951 


The fundamental objective of planning in India is to accelerate the 
economic development of the country by bringing about an optimum 
utilisation of its resources so that the masses can have a reasonably high 
standard of economic well being. Keeping in view the broad objective of 
accelerating economic development and raising the living standards of 
the people, a positive programme of economic development was 
launched through successive plans. Each plan laid emphasis on different 
aspects of economic development. The major objectives of planning in 
India have been self-sufficiency in food grains and raw materials, rapid 
industrialisation, full-employment, reduction of economic inequalities 
and regional imbalances. All these objectives are inter-related. 
Following table gives the period of each plan in India. 


Table 1 
Plans in India 


1951-56 
1956-61 
1961-66 
1966-67 to 


1968-69 
1969-74 
1974-78 
1978-80 
1980-85 
1985-90 
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The First Five Year Plan was launched on Ist April, 1951. The 
Second Five Year Plan started on Ist April, 1956 and lasted till 31st 
March, 1961. The Third Plan ended on 31st March, 1966. Unfortunately 
during the Third Plan, India was attacked by China in 1962 and by 
Pakistan in 1965. The Government had to divert vast resources to meet 
more and more of our defence needs. Many foreign countries stopped 
the economic aid. The country was forced to postpone planning. From 
1966 to 1969, there was Plan Holiday. However, three annual plans were 
executed before we could launch on the Fourth fivelyear Plan.Fourth Plan 
began on Ist April, 1969. The Fifth Five Year Plan started on Ist April, 
1974. This plan was terminated a year in advance. The Sixth Five Year 
Plan beginning on Ist April, 1980 covered the five year period 1980-85. 
The Seventh Five Year Plan is to cover the period 1985-90. The Eighth 
Plan will cover the period 1990-95. The Planning Commission has 
already started work on the eighth plan. 


PLAN-WISE OBJECTIVES 
Objectives of First Five Year Plan (1951-56) 


The main objective of this.plan was to remove the difficulties created 

by World War II and the partition of the country. Since the country was 
suffering from acute shortage of food and raw materials for our 
industries, it gave the highest priority to agriculture, irrigation and power. 
To ensure a rising national income and steady improvement of living 
standards, it initiated a process of balanced development. It aimed at 
rapid Industrialisation with special emphasis on basic and heavy 
industries. It also aimed at increasing employment opportunities. The 
transport and communication systems were also accorded high priority to 
strengthen infrastructure of our economy. 


Objectives of Second Plan (1956-61) 


The ultimate aim of this Plan was to establish a socialistic pattern of 
society. It, therefore, aimed at (a) to secure a rise in national income over 
5 percent per annum (b) rapid industrialisation with particular emphasis 
on the development of heavy and basic industries (c) expansion of 
employment opportunities (d) just distribution of income and wealth 
among people to secure more and more opportunities for the weaker and 
under-privileged sections of the society. 

Objectives of the Third Five Year Plan (1961-66) 


The plan was to secure marked advance towards self-sustaining 
growth. The main objectives of this pian were (a) to. secure a rise in 
national income of over 5 percent per annum (b) to achieve self- 
sufficiency in food grains and increase in agricultural production to meet 
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the needs of industry and exports (c) expansion of basic industries (d) to 
expand employment opportunities and (e) to reduce inequalities in 
income and wealth. 


Objectives of Annual Plans (1966-69) 


The main emphasis of these plans was to fill-up the gaps in the 
economy and to pave the way for future development. Development of 
agriculture and industry was given due importance. The annual plans 
also aimed towards the full utilisation of the infrastructure already 
created by the three plans. 


Objectives of the Fourth Plan (1969-74) 
The plan was aimed to achieve growth with stability. The aims were :- 
(a) To achieve increase in national income by 5 percent per annum. 


(b) To achieve self-sufficiency in food grains and to increase 
agricultural production to meet the need of industries and exports. 


(c) To expand basic and key industries. 
(d) To increase employment opportunities in rural and urban areas. 
(e) To help to correct regional imbalances. 


(f) To bring about stability in price level of foodgrains and other 
consumer goods. 


(g) To increase agricultural co-operatives and consumer Co- 
operatives. 


(h) To achieve social justice and equality. 
Objectives of the Fifth Plan (1974-78) 


Two major objectives of this plan were (a) removal of poverty and (b) 
attainment of economic self-reliance. To achieve these objectives 
following aims were set :- 


(i) An average annual growth rate of 4.37 percent in gross domestic 
product. 


(ii) An expansion of employment opportunities. 
(iii) National minimum needs programme. 
(iv) Emphasis on agriculture, key and basic industries. 


(v) To improve public procurement and distribution system for 
the supply of essential consumption goods. 
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(vi) Vigourous export promotion and increasing import substitutes. 
This plan was wound up one year before its expiry period of five 
years. 


Objectives of Rolling Plan (1978-80) 


All along, our plans have been for a fixed period of five years but the 
Draft Sixth Plan for 1978-83 was a rolling plan. In fixed planning the 
period of five years remains fixed but in the rolling plan the five year 
period does not remain fixed, but it keeps on moving. To begin with, it 
will of course, be a plan for five years and it will remain so afterwards. 
But everytime the plan completes one year, the completed year is 
dropped. Instead a new year is added. As such, the plan period remains 
the ‘five year period’. Rolling plans are flexible. Every year changes 
can be made in them. There can be many developments which require 
changes in goals. Rolling Plans can be changed according to the changed 
circumstances. 


The aims of the rolling plan were : 
(a) To provide for rise in standard of living. 
(b) To increase national income at the rate of 4.7 percent per annum. 
(c) Continued progress towards self-reliance. 
(d) To reduce economic inequalities and poverty. 
Objectives of the Sixth Plan (1980-85) 


To achieve the objectives of removal of poverty and attainment of 
self-reliance, following aims were set forth : 


(i) Rise in the standard of living of the poorest sections of the 
population. 


(ii) Achieving a higher rate of growth of the economy than in the 
past. 


(iii) Achievement of technological and economic self-reliance. 
(iv) The removal of un-employment. 
(v) Development of sources of energy. 
(vi) Reduction in economic inequalities of income and wealth, 
(vii) Reduction in regional imbalances. 
(viii) Population control. 
(ix) Establishment of socialistic pattern of the society. 


(x) Establishment of welfare state. 
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Objectives of the Seventh Plan (1985-90) 
This plan was designed to achieve : 
(i) A fast increase in food grains production. 
(ii) Fastexpansion of work opportunities. 


(iii) Raising the level of productivity in agriculture, industry and 
other sectors of the economy by stressing better utilisation of 
available capacities. 

Objectives of the proposed Ei ghith Plan : 

This plan will lay more emphasis on creation of employment 

opportunities specially in non-agricultural sector. Final assault on 


poverty will be launched so that in the beginning of the 21st century, 
there is no poverty in India. 


Total outlay.during Plans 


The size of our plans has been increasing. The total outlay in the 
public sector and also the sectoral distribution of public sector 
expenditure is given in the following tables : 


Table 2 
Outlay in Public Sector in various plans 


Outlay in crore rupees 


1951-56 
1956-61 
1961-66 
1966-69 
1969-74 
1974-78 
1980-85 
1985-90 


Source : Ministry of Finance, Indian Economic Statistics 
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Table3 
Pattern of sectorsl'outlay in the Püblic Sector 
(Percentage) 
PLANS 


medium irrigation 
Power 

Village and 
Small Industries 
Organised 
Industry and 
Minerals 
Transport and 
Communication 
Social 

Services 
Science & 
Technology 


Source : Ministry of Finance, Indian Economic Statistics. 
The above tables show that : 


(i) In the First Plan, agriculture was given the highest priority. 
(ii) In the Second Plan, industry was given top priority. 
(iii) In the Third Plan, industry was again given top priority. 
(iv) In the Fourth Plan, agriculture was given top priority. 
(v) To accelerate the pace of industrialisation industry was given 
top priority in the Fifth Plan. 
(vi) The Sixth Plan gave priority to power. 
(vii) The Seventh Plan also laid great stress on power sector. 
Development in other sectors cannot succeed unless regular 
supply of power is assured. 


= 
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OUTLAY EXPENDITURE 
tor (e) 
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Figure 2.1 (a) 


Plan Outlay and Expenditure By Heads of Development. (Public Sector) 
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Figure 2.1 (b) 
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Sources of Finance for Plans 

Form table No.2, it is clear that the Government had to provide 
enough financial resources for the plans. Financial resources for the 
plans can be classified into Domestic Sources and External Sources. In 
the followingchart we havearranged the various sources into two groups. 


Sources of Finance for Plans 


mper o sources External he a 
(a) Taxation (a) Grants 
(b) Public borrowings (b) Loans 
(c) Domestic savings (c) Investment by foreign 
(d) Surpluses of the public countries 
sector undertakings 


Experience has shown that our resources from both the sources had 
not been sufficient to meet the needs of the plans. We had to resort to a 
source known as Deficit Financing. This includes all those methods by 
which deficit between the expenditure and the revenue is met. In most 
of the countries printing of new currency notes is found to be the easiest 
method of financing plans. As it is the easiest method, all the 
governments the world over, have been tempted to print new currency 
notes. This method generally pushes the prices upwards and leads to 
inflation. governments should be more careful in using this method. 


Following table illustrates the scheme of financing different plans in 
India : 
Table 4 
Financing of Plans in Indla 
Plans 


(Percentage) 


1. Domestic | 734 | 57.1 56.5 | 743 82.2 
Sources 
2. Foreign 9.6 | 225 283 | 129 10.0 
Sources 
3. Deficit 170 | 204 132 | 128 7.8 
Financing 


wa pe pe pw pe pw pe pw 
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The table No. 4 brings the following facts to light : 


1. India came to depend heavily on external sources and deficit 
financing during the first three plans. 


2. In the later plans, ‘self-reliance (i.e., ability to create resources 
sufficient to ensure desired level of investment) became the main motto 
and financial needs of the plans were met domestically. Deficit financing 
and foreign sources were not that important as was the case in early 
plans. 


3. From the beginning of the fifth plan, efforts have been made to 
reduce our dependence on deficit financing. 


STRATEGY OF ECONOMIC PLANNING IN INDIA 
Meaning of Plan strategy 


Plan Strategy is a very comprehensive term. It includes the entire 
plan, framing the objectives, determining priorities, fixing the investment 
pattern, mobilising resources both internal and external. But here we 
mean the manner of attack on the problem or objective at hand. For a 
developmental strategy to be meaningful, we must follow a particular 
way or path to achieve the objectives or solve the problem at hand. For 
example to raise national income there may be a number of courses open 
to the planners to choose from. They may decide upon increasing the 
production of goods and services and may get fixed to this. The choice 
they adopt will be known as the strategy of the plan. 


There is no single strategy underlying Indian planning. It has been an 
admixture of balanced and imbalanced growth techniques. Let us know 
something about these techniques. 


Balanced Growth : When in a plan, many sectors are developed 
simultaneously, it is called balanced growth approach. In India, priorities 
of development have been made for all the three sectors namely 


agriculture, industry and services. The balancing has been done mainly in 
terms of the following : 


Agriculture and Industry : Consumer goods industry and capital goods 
producing and heavy industries; and primary sector producing 
commodities and the tertiary sector producing services like transport and 
banking. The main aim has been to see that each sector expands at a 
fixed rate. For example, if industry is to grow at 10 percent then 
agriculture must produce raw materials to feed the industry well. 


In balanced growth, all the sectors create income for those who work 
and results in the production of a variety of goods. When income 
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increases, it raises the demand which ultimately induces the economy to 
expand or grow. In an underdeveloped country, this removes the low 
income and iow demand. : 


Though in all the plans, our planners adopted the strategy of balanced 
growth yet in different plans, they laid emphasis on different sectors. For 
example, from 2nd plan to 5th plan, heavy industries and basic and key 
industries like steel, coal, electricity and chemicals eic. were given a 
higher priority than agriculture. In the sixth plan and seventh plan, 
higher priority has been accorded to infrastructure like electricity, power 
and transport etc. X 
Evolution of Strategy in Indian Planning 

The First Five Year Plan did not clearly specify any strategy for 
economic development. Development of agriculture and transportation 
and communications were given high priority. The basic objective of 
this plan was to achieve self-reliance in food, solve the problems created 
by world war-II and the partition of the country. 


In the Second Five Year Plan, a strategy of development was 
enunciated. The credit goes to Pandit Jawahar Lal Nehru, the first Prime 
Minister of India and Prof. P. C. Mahalanobis. The strategy emphasised 
investment in heavy industries. In the words of Pandit Jawahar Lal 
Nehru "Industrialisation produces steel, it produces power. They are the 
base. Once you, have got the base, it is easy to build. The strategy 
governing planning in India is to industrialise and that means the basic 
industries given the first place" . 

Let us see why emphasis on industrialisation and heavy industries was 
laid by the planners . 
justification of Heavy Industries Strategy 

The planners justified their strategy of rapid economic development 


through heavy and basic industries, Industries producing capital goods, 
like machines, heavy chemicals, iron and stecl, cement and producer 


goods were to be rapidly expanded. The reasons were : 


() The planners felt that the country with its vast natural and human 
resources was ideally suited for industries from the point of view 


of production, employment and defence. 

(ii) Indian agriculture was suffering from heavy population pressure 
on land. The productivity of labour on land was quite low. This 
pressure could be reduced by shifting the surplus work force to 


industries. 
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(iii) Rapid industrialisation would not only help the development of 
agriculture but would also help other sectors to grow. Increased 
production of fertiliser, pesticides and agricultural machinery 
would help the expansion of agricultural production. Rapid 
industrialisation would also help to expand trade, commerce and 
transportation. 


(iv) Rapid increase in national and per capita income would be 
possible only through rapid industrialisation. 


Side issues connected with the growth of heavy industries 


The exclusive emphasis on the growth of heavy industries gave rise to 
four problems, and hence provisions were made for the following : 


(a) Establishment of capital goods industries in the Public Sector : 
Public sector consists of those industries which are fully owned, managed 
and controlled by the Government. These industries require heavy 
capital investment and take a long period to deliver goods. They have a 
direct bearing on the welfare of the masses. Private enterpreneurs can 
exploit the masses. The State takes the responsibility to develop these 
industries, Public sector can easily mobilise public savings for 
investment. It can also help in equitable distribution of wealth and 
income. 


(b) Emphasis on the production of more consumer goods : Rapid 
industrialisation creates more demand for consumer goods. Any scarcity 
of these goods would adversely affect the price structure. In order to 
solve this problem, the planners suggested to promote cottage industries 
to meet the need of consumer goods. It was also emphasised that Public 
Distribution System be improved for the supply of essential commodities 
to the public. 


(c) Increasing the Savings : Industrialisation requires higher 
investment, which is possible only through increasing the level of savings 
in the economy. The planners emphasised the need to plough back the 
incremental income as savings. External assistance may be called into to 
supplement domestic savings. 


(d) Utilisation of Human Resources : Indian planners have all along 
been emphasising on creation of more jobs to tackle unemployment 
problem specially in the rural areas. Indian plans have been directed to 
take following steps to tackle the unemployment problem :- 


(i) Avoidence of capital intensive techniques where labour intensive 
techniques would do well. 


(ii) Promotion of labour intensive activities such as agriculture, 
small industries, handicrafts, etc. 
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(iii Credit and other assistance to small and marginal cultivators to 
expand animal husbandry. 


(iv) Assistance to resourceless persons to set up their own business. 


(v) Special employment programmes in areas with high incidence of 
unemployment and under-employment. 


(e) Comprehensive Planning : The planners' approach to development 
is to adopt comprehensive planning meaning thereby inclusion of 
programmes for institutional changes and cultural progress. The plans 
include programmes for housing, civic amenities, education, health, 
family welfare programmes, programmes for the upliftment of weaker 
sections of the society. 


(f) Mixed Economy : Planning in India aims to create a mixed . 
economy where public sector and private sector grow in co-ordination 
and not in competition. 


(g) Accelerated Growth : The economic plans have laid great stress 
on the accelerated tempo of development. They should raise the growth 
rate of the economy. 


(h) Removing regional imbalances and accelerating development of 
backward areas : The Government favours large allocation out of central 
assistence to the less developed states. Backward states have been 
favoured in the transfer of large amounts of funds by way of share of 
taxes and grants. Projects of public sector have been located in the 
backward regions. Special development plans have also been drawn for 
particular backward areas. 


(i) Upliftment of backward classes : Special programmes for the 
upliftment of scheduled castes and scheduled tribes have been included 
in the plans. These programmes include scholarships, hostels, 
reservation of posts in services and special quota in medical and technical 
institutions. 

(j) Social Welfare : The plans have provided for welfare measures 
such as hostel facilities for working women, special programmes for 
needy women and employment of handicapped persons etc. All these 
programmes aimed to help the disadvantaged section of the society. 

(k) Removal of poverty: A new start to the development strategy has 
been given in the approach paper to the 5th and 6th plan. To remove 
poverty, it was thought necessary to remove under-employment and 
provide for equitable distribution of income. 
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Review of Progress of the Indian Economy during the period of 
planning 


The era of planning in India started from 1951 and now we have 
completed more than three and a half decades of planning. During all 
these years, we have made significant progress. Economic planning has 
changed the face of India. Indian economy is no longer under the clouds 
of colonialism. Let us discuss the progress under various heads : 


()) National income and Per Capita Income : National Income is the 
sum total of the money value of goods and services produced in the 
country during à year. Per capita income is calculated by dividing the 
national income by the population of the country. The main aim of 
planning in India has been to increase the output of all goods and services 
ie. to increase the National Income and Per Capita income. As a result 
of planning India's National income at 1970-71 prices has increased from 
16,731 crores in 1950-51 to Rs. 68,278 crores in 1986-87. The annual 
average growth rate has been 3.8 percent. Similarly the per capita 
income has increased from Rs. 466/- in 1950-51 to Rs. 815/- in 1986-87, 
the annual average rate being 1.5 percent. Plan wise increase is as 
follows : 


Table 5 
National Income and Per Capita Income in the Plans 
(Crores Rupees) 


1950- 1955. 1960- 1965- 1968. 1973. 1978- 1984- 1985. 1986- 
51 56 61 66 69 74 79 85 86 87 
Ist 2nd 3rd Annual IV V VI VH VII 

Plan Plan Plan Plan Plan Plan Plan Plan Plan 


16731 19953 24250 27103 30513 36033 44046 57243 60143 68278 
onal (3.6) (4.0) (2.2) (40 (3.4) (52) (5.3) (5.5) (3.8) 


558.8 558.8 589.1 6213 694.7 7746 7977 815.0 
aD (19) (— (L8 (8 (29 (1 (0 (L5) 


prices in crores. š 


Note : Figures in brackets show Annual Growth Rates . 


From the above table it is clear that our National Income and Per 
Capita Income have grown at a slow pace. The slow growth is due to the 
low level of productivity in various sectors like industry and agriculture. 
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(2) Employment : An important objective of our planning has been to 
create more jobs in agriculture, industry and transport etc. Large 
investment both in the public and private sectors have created additional 
jobs. During the first two plans, employment was provided to 170 lakhs 
people. But all the provisions proved inadequate*in relation to the 
requirements. During Ist, 2nd, 3rd, 4th and 5th plans, the figures of 
unemployment were 53,71,96,220,240 lakhs respectively. In 1985-86, 
the total number of unemployed persons stood at about 9.2 million and 
by March 1990 new entrants to the labour force are estimated to be 39 ` 
millions. 

Unemployment in India is due to slow growth in agricuitural and 
industrial producivity, slow expansion of manufacturing sector and also 
because of concentration of investment in the capital goods industries 
which provide lesser employment. 


(3) Progress towards Socialism : "Growth with Social Justice” has 
been an important objective of our planning. During the plans, efforts 
were made to uplift rural economy by developing agriculture and cottage 
industries. We have achieved some success in growth but our 
performance in terms of social justice to poor has not been satisfactory. 
India’s one third population lives below the poverty line, i.e., they are not 
in a position to make their both ends meet. Infact during the period of ^ 
plans the number of people below the poveity line has increased. It 
shows that our distribution of income has been uneven. The rich have 
become richer and the poor the poorer. The rich farmers have taken 
advantage of all the benefits of the various schemes launched by the 
Government for the improvement of agriculture. Similarly, the benefits 
of the industrialisation have passed on only to the few privileged 
individuals. All this is contrary to the objective of socialism and growth 
with social justice. 

(4) Stability : Fast economic growth is possible only under the 
conditions of stability. The most important source of stability in any 
economy is the general price level. When the prices begin to rise at a 
faster rate and go out of control, they have adverse effects on the 
economic growth and investment in the country. Both savings and 
investment are badly affected. Savings loose their real. value and 
investors get afraid of taking any long term decisions and hence the rate 
of capital formation slows down in the economy. 


The biggest failure of the economic planning in India, specially since 
the seventies has been its failure to arrest the rising prices. Since 1971 
the wholesale price index has gone up at an annual average rate of over 
10 percent. During the 2nd, 3rd, 4th and 5th plans prices increased by 


35, 32, 48 and 25 percent respectively. 
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Ist, 2nd, 3rd, 4th and 5th plans at the rate of 4, 3.6, 2, 2.8 and 2.7 percent 
per annum respectively. Industrial production increased by 39, 42, 39.7, 
29.6 and 28.4 percent in the Ist, 2nd, 3rd, 4th and 5th plans respectively. 


Mineral resources also increased during the various five year Plans. 
Production of oil has also increased. 


Production of electricity has also increased from 2.3 million Kw in 
1950-51 to 20.1 million Kw in 1983-84, 


(6) Transport and Communications : For proper development of an 
economy the development of transport and communication are very 


million tonnes. About 70 percent of our villages have Post Offices. 
Telephone connections have increased by nine times. 


and poor people, backward Classes, scheduledcaste and Scheduled tribes. 
The average life in India has increased from 32 to 54 years. 


Causes of Slow Progress during five year plans 


Though India has shown to the world that economic planning can be 
Successfully implemented in a Mixed Economy yet the progress in 
various sectors has been limited. Various causes are responsible for the 
limited success of planning in India, Some of the causes are :- 


(i) There has been no clear priority ranking of the Objectives. As a 
result concessions and compromises were made without any gain. 


(ii) The planners failed to distinguish between targets and the 
instruments, 


(iii) The Government cared only for achieving success in spending the 
financial allocations and not Cared to see whether the objectives 
have been achieved, 


(iv) The Government has not been able to develop any foolproof 
mechanism to influence production and distribution of income in 
the private sector. This has resulted in increasing the wealth of 
the rich people and making the Poor people poorer. 
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(v) In many backward regions, the infrastructure facilities like 
power, communication, transport etc. are still not available. 


(vi) Various procedural and bureaucratic bottle-necks, in decision 
making, checked the effectiveness of the plans. 


(vii) Problems of foreign aid and foreign exchange played havoc with 
the economic system. 


(viii) Inflationary tendencies led to upsetting of the entire economic 
progress. 
(ix) The Government could not mobilise our domestic and foreign 
resources properly. 
(x) The Government has not succeeded in checking the population 
explosion. 


Some Issues connected with Planning in India 
(1) Role of Public Sector 


The plans in India have assigned key role to the public sector in the 
furtherance of the basic objective of development. Following are the 
points of justification : 


(a) Areas beyond the capacity of private sector : Irrigation dams, 
electricity, coal mining, capital intensive manufacturing industries, 
scientific research, transport and communication, maintenance and 
operation of large buffer stocks of food grains, education, public health, 
special programmes for the upliftment of weaker sections are some of the 
activities which are beyond the capacities of private sector. Private 
sector cannot pay enough attention to these activities. 


(b) Areas of strategic importance : Certain areas like banking, 
insurance and basic industries can not be left to the private sector for 
development. There is a danger that economic power may concentrate in 
the hands of a few. Public Sector avoids this concentration. 


(c) Easy to ensure the compliance of the requirements of the plans : 
To plan a public sector is easy and private sector is not easy to plan. The 
motivating force in private sector is profit making but not the social 
justice and well being. To fulfil the planned targets, the government can 


rely upon public sector. 


(d) Development of backward areas and upliftment of backward 
classes : Private sector is normally not interested in the development of 
backward areas. The Government can locate public enterprises in 
backward areas. It can also work for the upliftment of the backward 


classes. 
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(e) Public Sector can utilise its entire profits for further development. 


(f) Public Sector's existence and expansion are helpful in the planning 
process. 


(g) Public sector can help in acquiring control over financial institu- 
tions like big commercial banks and insurance work etc. 


(2) Mixed Economy and the Indian Plans 


Our plans have sought to create à mixed economy, wherein both 
‘public and private sectors together contribute maximum to the 


(3) Self-Reliance 


During the third plan, India had to face an attack in 1962 from China 
and in 1965 from Pakistan, _Due to two wars, the economy got off the 
Tails and the nation was ‘compelled to observe plan holiday for some 


(4) Measures and Programmes for the upliftment of backward 
classes 


Our plans have included Special programmes for the upliftment of 
backward classes, specially the scheduled castes and scheduled tribes, 
, Following are some of them : 


(i) Scholar-ships during school education and beyond. 
(ii) Students’ Hostels, 


(iii) Special coaching facilities to talented children of backward 
classes for competitive examinations, 


(iv) Reservation of seats in vocational institutions and Provision of 
fixed quota for scheduled castes and scheduled tribes, 


(v) Distribution of land to Harijans and scheduled castes and 
scheduled tribes, 


(vi) Allotment of house sites to economically weaker sections. 
(vii) Liquidation of indebtedness. 
(viii) Enhancement of minimum wages for workers. 

(ix) Aid to artisans. 

(x) Abolition of bonded labour. 

(xi) Special employment programmes. 


(5) Social Welfare Programmes 
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Special programmes have been planned for blind , deaf, physically - 
handicapped, expected mothers, working women, drug addicts, widows 
and destitutes, delinquent and neglected children. Some of them are 


listed below : 
(i) Grants to voluntary agencies in the field of social welfare. 


(ii) Family and child welfare projects. 


(iii Holiday camps at hill stations for children belonging to weaker 


sections. 


(iv) Maintenance of National Institutes for the blind , 
physically handicapped and mentally retarded persons. 


(v. 


— 


education and training. 


deaf, 


Scholarships for the physically handicapped persons for 


(vi) Employment Exchanges for the placement of handicapped 


persons. 


(vii) Nutrition programmes for under-nourished children and pregnant 


wonen. 
(viii) Prohibition programmes among weaker sections. 


(ix) Hostels for working women. 


(x) Programmes for the care of destitutes, delinquent and neglected 


children. 
(6) Revised 20-Point Economic Programme 


In 1975, Smt. Indira Gandhi, the then Prime Minister of India 
announced a 20-Point social-economic programme which was revised in 
1980. The programme was further revised in 1986. From Ist April, 
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1987, 


the programme has been implemented. The items of this 


programme are as under : 


1. 


2 


Attack on rural poverty. Poverty alleviation programmes reach 
all the poor in every village. 


Strategy for rain-fed agriculture. Improve the technology for 
conserving moisture and ensure better management of land and 
water resources. 


3. Better use of irrigation water. Improve irrigation management. 


A 


O 0 - OO t 


19; 
20. 


. Bigger harvest. Revolutionise rice production and achieve self- 


reliance in edible oils, 


Enforcement of land reforms. 


. Special programmes for rural labour. 
- Provide safe drinking water for all villages. 


Health for all. Improve the quality of primary health care. 


- Two child norm. Let all accept this norm of life voluntarily. 


Expansion of education. Universalisation of elementary 
education, 


. Justice to scheduled castes and scheduled tribes according to 


constitutional provisions of law. 


. Equality for women. Raise the status of women. 


. New opportunities for youth. Enlarge opportunities for youth in 


sports, adventure and cultural activities. 


- Housing for the people. Make available house Sites to the rural 


poor, 


. Improvement of slums. Restrict the growth of slums. 


- New strategy for forestry. Grow more trees and raise more 


forests with the full involvement of the people. 


Protection of the environment. Mobilise popular support for 
environmental protection, 


- Concern for the consumers, Bring essential consumption goods 


within the reach of the poor. 
Energy for the villages. 
A responsive administration. 
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Salient features of theSixth and Seventh 


Janta Party formed the government under the Prime Ministership of 
Morarji Desai in March, 1977. The Government terminated the fifth five 
year plan in 1978, one year ahead of its scheduled period of five years. It 
formulated a rolling plan for 1978-83 which later came to be called the 
sixth plan. However, Congress(I) again came to power in 1980. The 
government abondoned the idea of Rolling Plan and launched the Sixth 
Five Year Plan 1980-85 with objectives outlined earlier in the chapter. 


Sixth Plan 


The strategy adopted in the sixth plan consisted of simultaneous 
growth of agriculture, industry and the infrastructure required for both. 
To create conditions for accelerated growth in investment, output, 
exports and employment opportunities, it was planned to achieve greater 
management efficiency and the active involvement of the people for 
speedy and effective implementation of the plan. The Sixth Plan 
envisaged a total public sector plan outlay of Rs.97,500 crores. It aimed 
at a growth rate of 5.2 percent per annum in GNP and 3.3 percent per 
annum in per capita income. 


The sixth plan could achieve the growth of 5.2 percent because of 
good agricultural performance and a rapid rate of growth in the service 
sector, The agricultural sector performed very well. This plan witnessed 
several major technological advances in the manufacturing and mining 
sector such as the production of computerised machines, commissioning 
of a cement plant with a capacity of 3000 tons per day, 500 MW Thermal 
Generating Unit, manufacturing of LIS chips etc. The Government was 
able to keep the prices in check despite the fact that there was heavy 
deficit financing. The proportion of population below the poverty line 
declined fom 48.3 percent to 37.4 percent during 1977-78 to 1983-84. 

The sixth plan targets for enrollment for elementary education, 
provision of primary health services, family planning measures were 
largely fulfilled. Drinking water was provided to 192000 villages. 


House-sites were distributed to 5.4 million rural families. 


The trade deficit during this plan was about 18 percent larger than was 
anticipate:!. This was due to hike in oil prices. The Government took 


immediate steps to overcome this difficulty. 

On the whole the Sixth Plan helped the country to make further 
Progress towards the objectives of growth, self-reliance and social 
justice. 
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Seventh Plan 


The success of the sixth plan made the planners bold. They launched 
the seventh plan with an objective of accelerating growth, equality, social 
justice, self-reliance, improved efficiency and increased productivity. 
Under this plan, emphasis is placed on all such policies and programmes 
which may help the economy to achieve more foodgrains and increased 
employment opportunities. 


The development strategy adopted for this plan aimed at a direct 
attack on the problems of poverty, unemployment and regional imba- 
lances. The plan is aimed to reduce the number of poor persons from 273 
million to 211 millions. The bulk of improvement being in the rural 
areas. Employment potential will gorw at 4 percent per year. 


The strategy pays special attention to increasing the production of 
foodgrains, edible oils, sugar, textiles, cooking fuel and other items of 
mass consumption and rapid expansion in housing. A rapid investment 
in these areas would increase employment for the poor. 


The seventh Plan contemplates a growth rate of 5 percent per annum. 
The total outlay in the public sector shall be Rs. 1,80,000 crores. Public 
sector investment will be rupees 1,54,218 crores, after deducting current 


outlay of rupees 25,782 crores from the total outlay of rupees 1,80,000 
crores. 


Mid-Term Appraisal of the Seventh Plan : 


The seventh plan has entered its fifth year and during this period the 
performance has been as follows : 


(i) National income has increased at the rate of 5 percent per 
annum. 


(ii) The per capita income increased by 3 percent during 1985-86, 2.4 
percent during 1986-87 and 0.9 percent during 1987-88. 


(iii) Agricultural sector has been by and large stagnant. During 1985- 
86, production increased by 1.9 percent. In 1987-88 due to severe 
drought the production declined by 5.1 percent. 


(iv). Industrial production increased by 8.7 percent during 1985-86 and 
7.0 percent during 1987-88. 


(v) Electricity generation went up by 8.6 percent during 1985-86 and 
9 percent during 1987-88. 


(vi) Exports declined by 7.1 percent during 1985-86. These went up 
by 14.0 percent during 1986-87 and estimated to go up by 12.0 
percent during 1987-88. 
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Though overall the economy is poised for a sound growth, yet in some 
areas we have to take care immediately. They are rising trend of prices, 
insufficient resources to meet the physical targets and growing internal 
indebtedness. 

Some issues relating tothe Eighth Five Year Plan (1990-95) 


The progress of the Sth, 6th and 7th plan has helped the planners to 
mount a decisive attack on the problem of backwardness. Many of the 
ingredients needed for accelerated growth are already present in the 
economy. The eighth plan should initiate the process of self-sustaining 
growth needed for the economy. 

The planners aim to bring down the proportion of people below 
poverty line to 5 percent by March 1995. Near full-employment should 
be attained. Indian industries should increase their productivity and 
decrease the cost. Health for all should be achieved. Provision of 
universal education for the age group 6-14 years should be made. 
Disparties in the levels of development of various regions should go. 
The country must achieve self-reliaice. ý 


Our planners must decide the following issues while finalising the 8th 
plan: 


(a) How to achieve the growth rate of 6 percent per annum? 
(b) How to facilitate a rise in the savings? 
(c) How to obtain full employment? 


(d) What modifications be made regarding the approach to land and ` 
water use planning? 


(e) How to abolish regional disparities? 
(f) What should be the pattern of urbanisation? 
(g) How to control population most effectively? 


(h) How to improve our energy resources? 


(i) How to increase production and decrease cost of our industrial 


sector? 
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Points to Remember 


India adopted a constitution in 1950. To carry out the directives and 
obligations of the constitution, Planning Commission was set-up in 1950 with Pt. 
Jawahar Lal Nehru as its Chairman. India took to planning in 1951. 

Economic planning means the allocation of limited resources among different 
uses in such a way as to bring about the maximum welfare of the people. Main 
objectives of planning are (i) Increase in production and income (ii) Increased 
employment (iii) Economic equality (iv) Stable growth of economy and bring 
self-reliance in all fields and (v) To establish and promote mixed economy with 
private sector and public sector helping each other. 

India adopted planning to : 

(a) Pull the economy out of the morass of centuries (b) Establishment of 
capital goods industries and the supporting elements of the economy (c) For 
initiating co-ordinated efforts in various sectors of economy and (d) removal of 
various disparities of income and wealth. 

Efforts in the field of planning started in 1934 when Visvesvarya's book was 
published. After independence, First Plan was launched on Ist April, 1951. So 
far seven plans, annual plans for three years and rolling plan between 1978-80 
have been launched. All the plans except the second plan gave highest priority to 
the development of agriculture. Second place has been alloted to industries. 
Transport and communications have also received high priority. Outlay of the 
plans for public sector increased from plan to plan. In the first plan, it was 1960 
crores and in the seventh plan, it had been 1,80,000 crores. 

Source of finance for plan car: be grouped into two : 

(a) Domectic sources - surplus revenue from taxes, public borrowings, 
domectic saving, surplus of the public undertakings (b) External sources-grants, 
loans, investment by foreign countries. 

Adopting strategy in the planning is very important. It means the manner of 
attack on the problems or objectives at hand. Our planners laid emphasis on (a) 
industrialisation through heavy and basic industries (b) Production of more 
consumer goods through small scale and cottage industries (c) Increasing savings 
(d) more utilisation of human power (e) Comprehensive Planning (f) Growth of 
mixed economy (g) removal of regional imbalances (h) upliftment of backward 
classes (i) social welfare and (j) raising of national income and per capita income. 

During the plans, National Income rose from 16731 crores (1950-51) to 68278 
crores (1986-87) at 1970-71 prices. — The per capita income rose from Rs. 466/- 
to Rs. 815/- in 1986-87. Plans provided jobs to 98.5 million people from II to VII 
plan. Growth with social justice has been the aim of our planners. During the 
Plans production in agriculture and industries increased remarkably. The 
transport and communications systems have improved during plans. Government 
has done a lot for increasing education, health services, houses for industrial 


workers and the poor. India has shown to the world that economic planning can 
be successfully implemented in Mixed Economy. 


@) 
(c) 
(d) 
(e) 


(g) 
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Questions 


Describe the achievements of economic planning in India in the last 30 
years in about 20 lines. 

(a) Explain three main objectives of economic planning in India. Write 
about 8 lines on each. 

(b) Explain the leng term goals of Indian Planning. 

What have been the main causes of limited success of planning in India? 
Discuss critically. 

Examine the objectives of economic planning in India. How far have 
they been achieved? 

Discuss in brief the strategy of development in Indian planning with 
special emphasis on mixed economy and balanced growth. 

Review the progress of Indian Economy during the period of planning. 
What have been the achievement of the Indian economy during the 
planning period? 

Mention the periods covered by the various Five Years Plans. Mention 
the year of commencement of the seventh five year plan in India. 

Explain the objective of self-reliance as adopted in Indian planning. 
Explain the concept of balanced growth as adopted in our plans, 


. Why has public sector been given priority in our plans? 


List the programmes undertaken in the plans for the upliftment of 
backward classes. 

Mention the various social welfare programmes included in the plans? 
Write a note on the 20 points economic programme. 

What is the meaning of planning? Explain the importance of planning in 
India. 

What are the important sources of financing the various Five Year Plans? 
Why did India adopt planning? 

What is a Mixed Economy? Explain its role in the economic 
development of India. 

Write short notes on : 

Five Year Plans and problems of unemployment. 

Main objectives of economic planning in India. 

Five elements of the strategy of development. 

Balanced growth. 

Self-reliance. 

Mixed Economy. 

Rolling Plans. 

Achievement of economic planning in India. 
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Economic Growth and 
Structural Changes 


Economic growth is a process whereby the real per capita income in a 
country continues to grow in the long run. By structural changes, we 
mean a shift in the relative significance of the various sectors of the 
economy. Economic growth and structural changes in the economy go 
hand in hand. For example, in a primitive economy agriculture is the 
only source of income but as the economy develops, signs of change are 
seen. Income also generates from industries and service sectors. The 
relative significance of agriculture declines and industry and services 
offer more job opportunities and more of the national income begins to 
come from industrial and service sectors. It is to be remembered that it 
does not mean that agriculture loses its importance but it simply means 
that other sectors also become relatively important. 


Let us discuss these important issues i.e. Economic growth and 
Structural changes in India. 


ECONOMIC GROWTH 


Economic growth is a»process, which is going on continuously. It 
increases the national income and per capita income, Per capita income 
is dependent on the rate of growth of population in the country Per 
capita income will increase when the rate of growth of National Income 
is greater than the rate of growth of population. Economic growth is a 
long and continuous process. Growth takes place when the per capita 
income continues to grow over a long period. Irregular increase in per 
capita income does not constitute economic growth. The main aim of 


economic growth in a country is to attain sustained increase in the per 
capita income over a number of years. 


= 


Main Characteristics of Economic Growth 
(a) It is a process to raise the standard of living. 
(b) It is associated with increase in the per capita income. 
(c) It is a long and continuing process. 

Indicators of Economic growth 


It may be remembered that economic growth is a relative concept. It 
is not related to changes during a particular period but related to long- 
term changes. These changes cannot be measured like physical 
variables. That is why there are different opinions regarding the measure 
of economic growth. Some Economists regard increase in National 
Income as the measure of economic growth. On the other hand, other 
economists hold the view that increase in productivity, increase in per 
capita income and increase in standard of living are the measures of 
economic growth. According to them, the pace of economic growth 
depends upon: (a) the rate of growth of production and (b) the rate of 
growth of population. If increase in output or production is equal to or 
less than the increase in population, then the availability of goods and 
services per head will remain the same or will decline. As a result, there 
will be no improvement in the standard of living. If the economic well- 
being of the people is to grow at a faster rate, then the rate of increase in 
national income must be greater than the rise in population. It is only 
then that the per capita income will rise. When the per capita income 
grows continuously for a long time, then only it will be an indicator of 
economic growth. Thus, according to this concept economic growth 
depends upon the growth in output and growth in population. 


In respect of output of an economy, two concepts are relevant: one is 
domestic product and the other is national product or national income. 


Domestic Product : It is a measure of the total flow of goods and 
services produced by the economy over a particular time period normally 
a year. It is obtained by valuing output of goods and services at market 
prices and then adding them. While valuing output, the cost of inter- 
mediate products is excluded. Only final products are included. This is 
done to avoid double counting. Let us take an example of the output of 
cloth. In evaluating the output of cloth, we exclude the value of cotton 
because the value of cloth includes the value of cotton. Another thing to 
be noted is the valuation of output at market prices. To get the value of 
output, we multiply the units of output by the market price. This is called 


domestic product at market price. 
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Market price consists of cost of production and indirect taxes, net of 
subsidies. Cost of production means payments to factors of production 
who help the production of goods and services. Generally, these factors 
are land, labour, capital and enterprise, and their payments are called 
factor costs as rent, wages, interest and profit and dividends. Goods and 
services when sold in the market are subject to indirect taxes like excise 
duty (i.e. tax on production), customs duty (ie. tax on exports and 
imports), and sales tax (i.e. tax on the purchase) etc. In case of certain 
goods and services, subsidies are given by the Government. For 
example, poor peole may be supplied certain goods and services at less 
than market prices. In these cases, subsidies are given to make up the 
difference between the market price and actual price charged. If we 
evaluate domestic product at factor cost ie. payments to factors of 
production, it is called domestic product at factor cost. Thus we can 
know the domestic product at factor cost by deducting indirect taxes net 
of subsidies from the domestic product at market prices. 


In respect of domestic product two concepts are relevant. Gross 
' Domestic Product (GDP) and Net Domestic Product (NDP). The word 
"gross" is used when domestic product includes depreciation i.e. 
expenditure on capital goods for replacement purposes. Capital goods 
like buildings, machines, tools, furniture etc. wear out in the process of 
production. To maintain them, we need some expenditure. If this 
expenditure is not deducted and it is counted, it is called Gross Domestic 
Product (GDP) and if this is excluded, it is called Net Domestic Product 
(NDP). 


National Product ; There is a difference between domestic product 
and national product. In many countries, many workers working in other 
countries, (i.e. foreign countries) remit to their Tespective countries a part 
of their wages and salaries. Many countries also get income from abroad 
from properties and investments by way of interests and profits. 
Similarly, the country may make payments to other countries of the 
world on similar counts. The difference between the receipts on account 
of income from abroad and the payments on account to other foreign 
countries is called Net factor income from abroad. When we add net 
domestic product and net factor income from abroad, it is called Net 
National Product. Net National Product is called National Income, It is 
valued at market price and is called National Income. It is valued at 
market price and is called National Income at Market Price. If indirect 
taxes net of subsidies are deducted or excluded, it is called National 
Income at Factor cost. 
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Factors determining the Economic Growth 
Following factors determine the economic growth: 


G) Proper utilisation of Natural Resources: Not only the existing 
natural resources are very important for economic growth but their 
proper utilisation is also very necessary. 


(ii) Quality of Population : Not the quantity but the quality of the 
population matters for economic growth. More willing and able workers 
are needed for economic growth. In India shortage of skilled labour 
hinders economic development. 


(iii) Capital Formation: The rate of savings should be higher so that 
goods and services may be used for further production. In India not only 
the available capital is much less, but also the rate of capital formation is 
very low. 


(iv) Entrepreneurial ability : The more the entrepreneurial ability in 
an economy, the more chances of its growth. This ability consists of 
ability to organise, bear the risk and uncertainty of investment and acting 
as an innovator. Dynamic entrepreneurship has been lacking in India 
owing to the absence of favourable economic conditions; 


(v) Technological Progress : Technological progress i.e. new 
inventions, innovations help in raising productivity. Technological 
backwardness results in high costs with less productivity. 


(vi) Social Institutions : Social values and social institutions which 
hamper economic growth must be changed. Caste system and joint 
family system made labour immobile. The relevance of these institutions 
has dwindled now. 


(vii) Cultural and Religious attitude : Cultural and religious attitudes 
of the people living in a country also affects economic growth. 


(viii) Political and Administrative Factors : Political System and 
administrative set up also influence the economic growth. 


(x) Infrastructural Facilities : Strong infrastructure in the form of 
transport and communication system, power and irrigation and suitable 
financial institutions is needed for rapid economic growth. 


(x) Generation of savings : Savings and its mobilisation for 
investment is very necessary for rapid economic growth. In India, where 
about 72 percent population lives in villages, it is necessary to create 
awakening in the rural masses to save more. We have to create more 
profitable channels for investment. 
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KINDS OF ECONOMIES 


The economies of the world as per the stage of development can be 
easily classified into underdeveloped, developing and developed 
economies. 


Let us see the characteristics of the three types of economies: 


(a) Underdeveloped economy : In under-developed economies the 
per capita income remains almost stagnant. The economic structure also 
remains static or stagnant. Agriculture is the main occupation of the 
people and its share in national income is the largest. The production of 
industries is small and-the share of this sector toward national income 
remains static. Services share is very small and it too remains static. 
Indian economy during the British period was of this type. 


(b) Developing Economy: In such a type of an economy the relative 
contribution of agriculture, industry and service sectors to the national 
Income changes. Agricultural production increases by the use of better 
inputs like high yielding variety of seeds, fertilisers, manures and the 
machines. Industrial sector's contribution also increases at a faster rate. 
The production in‘ both these sectors rises, which give rise to the total 
production in the country. Output increases at a faster rate. The third 
sector i.e. services sector also changes. India is at present in this stage of 
economy in development. 


(c) Developed Economy : In this stage of development, the per capita 

income is already very high and continues to rise. The output in all the 

.three sectors is massive but the share of agriculture sector is less than that 
of industrial sector and services sector. 


TRENDS IN ECONOMIC GROWTH 


In India, National Income and per capita iricome since independence 
show an upward trend. They are higher than those prevailed during the 
British period. The contribution of the three sectors is also changing. 


ín 
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The following tables give the brief idea about our Economy: 


Table 1 


Growth of National and per capita incomes after Independence 


(at 1970-71 prices) 


Year National Income 
1950-51 16731 
1955-56 19953 
1960-61 24250 
1965-66 27103 
1968-69 30513 
1973-74 36033 
1977-78 44046 
1978-79 46533 
1979-80 44136 
1980-81 47414 
1984-85 57243 
1985-86 60143 

68278 


1986-87 


Per capita Income 


466.0. 
507.7 
558.8 
558.8 
589.1 
621.3 
694.7 
717.0 
664.7 
698.3 
774.6 
797.7 


jt 815.0 


National Income 
Figure 2.3.1. 


(AT 1970-71 PRICES) 


(oV 


(AT 1970-71 PRICES) 


INCOME 


YEARS 
Per Capita Income 
Fig. 2.3.2 


Table 1(a) 
Annual Growth Rates 


I Plan 
II Plan 

III Plan 

Annual Plans 

IV Plan 

V Plan 

1979-80 

VI Plan 

Vith Plan (1986-87) 


Source: Economic Survey, Govt. of India, 1986-87. 


Table 2 
Annual Growth Rates (Compound) 


National Income Per Capita Income 


1951-60 


1961-70 
1971-80 
1981-86 
1951-86 
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ELS. AT CURRENT PRICES 
AT 1980-8! PRICES 


1980-81! 81-82 82-83 83-84 84-85 85-86 86-87 
YEARS 
Net National Product at Factor Cost 
Fig.23.3 
Table 3 
National and Per Capita Income 


National Production 
At current At 1980-81 
prices prices 


1627 1627 


(New series) 
N.N.P. at Factor Cost 
At current at 1980-81 

prices prices 


1980-81 110484 110484 


1981-82 128457 117027 
1982-83 141331 191619 
1983-84 166140 128922 
1984-85 183051 132367 
1985-86 | 205436 138611 


1986-87 | 229035 143935 


Source: New Series, National Accounts statistics, May, 1988 


AT CURRENT PRICES 
— AT 1900-81 PRICES 


9 1960-81 81-82 82-83 83-84 84-85 85-86 86-87 
YEARS 


Per Capita Net National Product 
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Table 4 
Percentage Contribution of Three Sectors 


1950-51 End of Plans 
I II p IV NV VI 
1955-56 |1960-61 |1965-66 |1973-74 |1978-79 |1983-84 


1. Agriculture 
& Allied Acti- 

vities of mining 
and quarrying 


49.8 48.7 52.5 442 48.1 44.0 39.8 


2. Manufactur- 
ing, construc- 
tion, electricity, 


15.9 16.0 19.2 22.6 20.5 222 212 


18.1 18.0 14.1 16.4 16.0 18.2 19.0 


4, Banking & 42 | 44 5.3 5.4 6.9 
Insurance. 
5. Public 17.3 10.0 12.4 10.1: 10.2 13.1 


Administration 
and Defence. 


INDIAN ECONOMY IS A DEVELOPING ECONOMY 


It can clearly be seen from the above tables that the Indian Economy 
shows some progress towards the basic features of a developing 
economy. The percentage contribution to the national product by the 
(primary sector), has gone down. If we take out mining and quarrying 
from this sector, the share of agriculture and allied activities like fishing 
and forestry will be still less. 


‘The share of industries including manufacturing, construction, 
electricity, gas and water supply has increased from 15.9 per cent to 21.1 
percent. No less significant is the position of service sector (tertiary 
sector) which consists of items No. 3, 4 and 5. About one third income is 
contributed by this sector. 


Indian economy is not a developed economy when we compare its 
present structure with those of developed economies like USA, Canada, 
West Germany, Sweden etc. In these developed countries, the share of 
the services sector i.e. tertiary sector, ranges above 50 percent of the 
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national income. The secondary or industrial sector accounts for 30 to 45 
percent. The share of agriculture or primary sector is less than10 percent. 
Our economic structure is changing but it is still far away from a 
developed economy. Ours is a developing economy. 


Source of National Income Data in India 


National Income Data is very important to measure the level of 
ecoomic growth of a country. Before independence, individuals made 
efforts to assess the national income and per capita income. They used 
various methods to collect data. But since independence the Central 
Statistical Organisation (CSO) is systematically collecting and publishing 
data relating to National Income. This organisation has rclcascd a scrics 
of national income data relating to period 1950-51 to 1986-87. This 
series uses the year 1970-71 as the base year. In 1988, Central Statistical 
Organisation issued a new series of National Income Data using 1980-81 
as the base year. 


Review of the Growth of National and per capita income in India 
during Five Year Plans 


After independence, systematic and regular development programmes 
have been undertaken to raise the national output and income to enable 
the people of our country to raise their standard of living. This is being 
done through Five Year Plans. The resources of the country have been 
mobilised to achieve growih in national and per capita income. Bricfly 
stating the success of the various plans is as follows: 


First Plan (1951-56) : The First Five Year Plan was started in April, 
1951. The plan ended on 31st March 1956. During this period of five 
years, India's national income went up from Rs. 16731 crores (at 1970- 
71 prices) in 1950-51 to Rs. 19953 crores (at 1970-71 prices) in 1955-56. 
National income went up by 15 percent while the target aimed was 12 
percent. Increase in national income was facilitated by favourable 
monsoons. The per capita income during this plan went up by 8 percent 
which was an annual increase of about 1.5 percent. Relatively low 
increase in per capita income was due to ever increasing population of 
India. 

Second Plan (1956-61) : This plan was started on 1st April 1956 and 
ended on 31st March 1961. During the Plan, real national income 
increased by 15.7 percent. It was less than the projected growth rate of 
25 percent laid down in plan. The reasons for this shortfall were 
unfavourable weather conditions and a serious foreign exchange crisis. 


The per capita income increased from Rs. 508/= to Rs. 559/=. The 
population pressure maintained itself during the plan period. 
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Third Plan (1961-66) : This plan was not a successful plan because 
India had to fight two wars with China and Pakistan. Moreover there 
was a failure on the agricultural front. The real national income went up 
to Rs. 27103 crores (at 1970-71 prices) in 1965-66 from Rs. 24250 crores 
(1970-71 prices) in 1960-61. This increase was 9.8 percent against target 
increase of over 25 percent. The per capita income remained stagnant at 
Rs. 559/=. The benefits of growth process were consumed away by the 
increased population. 


Annual Plans (1966-69) : Due to the instabilities and uncertainties 
marked by the Third plan it was decided to postpone the starting of 
Fourth Plan from Ist April 1966. Three annual plans were launched. 
During these three years the national income increased from Rs. 27103 
crores (at 1970-71 prices) in 1965-66 to Rs 30513 crores (at 1970-71 
prices) in 1968-69. The national income went up by about 11.3 percent. 


The per capita income increased from Rs. 559/= to Rs.589/= in 1968- 
69. This increase was about 6.3 percent. 


The increase in national income and per capita income was due to 
Green Revolution. 


Fourth Plan (1969-74) : The postponed plan was started on 1st April, 
1969. During this plan national income increased to Rs. 36033 crores (at 
1970-71 prices) in 1973-74 from Rs. 30513 crores (at 1970-71 prices) in 
1968-69. The target of achieving 5.5 percent annual increase in national 
income was fixed but it increased by 3.4 percent per year only. 


The per capita income during this plan increased to Rs.621/- from 
Rs. 589/= (1968-69). Per capita income increased by only 2 percent over 
the period of 5 years. 


Fifth Plan (1974-78) : During the fifth five year plan, national income 
increased from Rs. 36033 crores to Rs. 44043 crores (at 1970-71 prices) 
in 1977-78. The plan recorded a 4.9 percent annual increase in national 
income. The increase was due to bumper crops during the period 1975- 
78. 


The per capita income increased from Rs. 621/= to Rs.695/= in 1977- 
78. 


Rolling Plan : The Janata Government wound up the fifth plan in 
1978 and it formulated a rolling plan for 1978-83. During 1978-79, there 
was bumper agricultural cpop. Industrial production was also very 
encouraging. The real national income during this year went up by 5.1 
percent. The country had acquired (a) large reserves of food-grains and 
(b) large reserves of foreign exchange. The country was set for a fast 
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economic growth. But 1979-80 turned out to be a year of poor 
performance. 


Sixth Plan (1980-85) : The Congress (I) Government which assumed 
office in 1980 introduced the revised sixth plan. By the time, the new 
Sixth plan was introduced, the economy had recovered. The sixth plan 
aimed at a growth rate of 5.2 percent per annum in national income and 
3.3 percent increase in per capita income per annum. During this plan 
period the national income rose from Rs.44136 crores to Rs. 57243 
crores and per capita income from Rs. 664.7 to Rs. 774.6. 


Seventh Plan (1985-90) : This plan was launched in an environment 
which had high hopes. The target fixed was 5 percent annual growth 
rate. During 1985-87, the growth rate was very encouraging. But in 
1987-88, the production was badly hit by widespread drought. 


Eighth Plan (1990-95) : The Planning commission has fixed the 
targeted rate of growth of National Income at 6 percent per annum, and 
per capita income at 3.5 percent per annum. This plan is being visualised 
as a final assault on poverty. 


Conclusion : Over a period of 38 years of economic planning, India's 
national income has increased at the rate of 3.8 percent per annum and 
the per capita income has increased by 1.6 percent per annum. A proper 
assessment of the plan can be made by comparing the targets and the 
achicvements. In the following table, the targets with achivements are 
given: 


Table 5 
Actual and Targeted Growth Rate — (jj percentages) 
leas FE 
Plans National Income 
Per Capita Income 


Source: Plan document & India Economic information year Book-1988-89. 
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Causes of Low Rate of Growth 


Economic growth is the result of many variables interacting with one 
another. As such it is not possible to list out causes which are different 
from one another. Howevr, we are discussing them hereunder as separate 
heads which influence the growth of an economy. 


l. Inadequacy of Investment : Inadequacy of investment was a 
significant factor till recently for the slow economic growth in India. No 
doubt gross investment has been around 25 percent and investment 
targets have been met, the growth of fixed capital has been less because 
of higher investment in stocks or inventories, The deficiency in the 
public sector has adversely affected the economic growth. Output of 
capital goods declined and infrastructural needs could not be met which 
restricted output-expansion of the private sector. The growth and 
profitability of many private sector enterprises were reduced. 


2. High Capital-output Ratio : The increase in Capital-output ratio is 
another important factor of low rate of Growth. In the first plan the ratio 
was 3:1 but it increased to 6 : 1 by the fourth five year plan. The ratio 
simply indicates the relationship between investment and output. The 
high ratio was the result of unutilised or under-utilized capacities, 


3. Low Industrial and Agricultural Growth : The real growth rate in 
agriculture during 1970-71 to 1981-82 was of the order of around 1.8 
percent and it is marginally more than the growth rate of population. 
This is because of tardy implementation of land reforms, insufficient 
attention to dry land-farming and inadequate input-supplies to the 
marginal and small farmers & natural calamities. 


Performance in tne industrial sector was better than that of agriculture 


during the same period (1970-71 to 1981-82). It was 4.3 percent but it 
too was not impressive, 


4. Rapid Population Growth : Since 1951 population in India is 
growing very fast and it has dampened the development efforts. In fact, 


income. "Valuable resources are utilised only to meet ever increasing 
needs of consumption goods and litle is left for investment. Without 
investment, the income-eaming Capacity remains low. 


To increase the pace of economic growth Special attention must be 
paid to the improvement of agricultural sector. It will be possible only 
when land reforms are rapidly implemented throughout the country, dry- 
land farming techniques are developed and adopted in general and the 
marginal and small farmers are provided with Sufficient and timely 
inputs. Once agriculture picks up and the population Browth is 
effectively checked, the rate of economic growth will increase. 
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STRUCTURAL CHANGES 


As defined earlier, structural change means a change in the relative 
importance or contribution of the different sectors of economy and also a 
shift in the significance of different components within each sector. we 
can understand the structural changes in India with the help of the 
following diagram: 


Structural Changes 


I. Between the Sectors II. Within the Sector 
with the help of 


Ww 


National Occupational. Foreign Agriculture Industry Service 
Income Structure Trade sector 


Share of Different Commodity and Organised and Public and 


Sectors non-commodity unorganised private 
producing areas sectors enterprises, 
(a) (b) (c) (d) 


Between the Sectors: 


(a) Share of Various Sectors : An economy for the sake of 
calculating share of different sectors in the National Income is generally 
divided in three sectors (A) Agricultural or Primary Sector, (B) 
Industrial or Secondary Sector and (C) Service or Tertiary Sector. 


The first sector includes agricultural and allied activities, like forestry, 
fishing, mining etc. The second sector includes heavy, small and cottage 
industries. The third sector includes services like trade, commerce, 
transportation, banking and insurance alongwith other professional 
services etc. 

The relative significance of these sectors differ from economy to 
economy. In an under-developed economy, large proportion of the 
National Income is obtained from the primary sector. With the economic 
growth, the share of primary sector declines and the share of secondary 
and tertiary sectors increases. 
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After independence, there is much change in the share of these sectors 
of national income. Following table depicts this change: 


Table 5 
Shares of three sectors in National Income of India 
(At current prices,percentage) 


1950-51 | 1960-61 | 1970-71 | 1981-82 | 1986-87 
50.0 418 35.0 
198 212 218 
302 370 43.2 
100.0 | 1000 | 1000 


Source: CSO, National Accounts Statistics 


It is evident from the above table that the relative share of the primary 
sector in the National Domestic Product (NDP) has fallen over the years 
and the relative share of the secondary and tertiary sectors has been 
rising. These changes indicate that the Indian economy is growing and it 
is converting itself from agricultual economy to an industrial economy. 


(b) Shares of the Commodity producing and non-Commodity 
producing Sectors : The commodity producing sector includes those 
activities that are engaged in the production of material goods. The non- 
commodity sector produces services like transportation, banking, 
insurance, etc. The services sector does not produce any tangible goods 
that help in building up the production capacity of the economy. The 
non-commodity sector accounts for stupendous increase in public 
adminstration, defence, and other allied services. These activities fail to 
add to the production capacity of the economy. 


From the table below, we can see that the services sector has been 
growing at a faster rate than the commodity sector. This shows that 
Indian economy though growing yet it is not able to build up the 
production capacity of the country. Concerted efforts would have to be 
made to expand the manufacturing base of the economy. 
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Table 6 
Rate of growth of NDP at Factor Cost (1970-71 prices) 


Per capita annual rate of growth of N.D.P. (Percentages) 


Sector 1950-51 to 1960-61 to 1970-71 to 
1960-61 1970-71 1981-82 
A. Agriculture 3.0 1.6 .1.8 
B. Industry 54 5.0 3.9 
C. Tertiary Sector 59 4.6 5.3 
Total Net Domestic Product 3.8 3:2 34 


Source: CSO's Paper on National Accounts statistics. 


The above table reveals that the rate of growth in the tertiary sector 
was in the range of 5 to 6 percent per annum while the over-all rate of 
growth of the net domestic product was 3.4 percent in the economy. This 
necessitates further stepping up of the programme of industrialisation 
with emphasis on agro-based industries and industries supplying inputs to 
agriculture. It is only then the process of transition of Indian economy 
from an under-developed to a developed economy will be accomplished. 


(c) Shares of Organised and Non-organised Sectors : Structural 
changes can also be seen by looking at the changes in the shares of 
organised and non-organised sectors of enterprises. According to the 
Central Statistical Organisation (CSO), all enterprises that are either 
registered or come under the purview of any of the act and/or maintain 
annual accounts and maintain balance sheets are included in the 
organised sector. All other enterprises are included in the non-organised 
sector. The bigger the size of the organised sector, the better the 
economic growth, other things remaining constant. The following table 
shows the relative share of the organised and non-organised sectors in the 
National Domestic Product (NDP). 


Table 7 
NDP by organised and non-organised sector (Percentages) 
Year Organised Sector Non-organised Sector 
1960-61 25.60 74.48 
1965-66 29.22 70.78 
1970-71 27.22 72.28 
1975-76 31.56 68.44 
1979-80 35.19 64.81 
1986-87 36.00 64.00 


From the above table, it is clear that there is a structural change in the 
Indian economy in favour of the organised sector. But the organised 


126 


Sector still continues to occupy a minor place. The agriculture and 
cottage industries are still in the unorganised sector. 


(d) Public and private Sector : In post-independence India, public 
Sector has expanded tremendously as a result of development planning. 
Structural changes can also be viewed from this angle. In the following 
table, the share of public and private sector are shown : 


Tabled 
Share of Public and Private Sectors in NDP 
(Percentages) 
re 
Year Public Sector Private Sector 
1960-61 10.66 89.34 
1965-66 14.68 85.32 
1970-71 14.49 85.51 
1975-76 18.34 80.66 
1976-77 19.67 80.33 
1978-79 19.70 80.30 
1979-80 22.50 77.50 
1986-87 26.00 74.00 


eS o RE b. 


The above table shows that the share of the public sector in the NDP is 
steadily increasing. The public sector now accounts for about 1/4th of the 


total N DP. This undoubtedly is a significant change in the structure of 
our economy, 


€) Occupational Structure : With the growth of an economy, the 
various avenues of employment open. The traditional dependence on 
agriculture starts giving way. People run to cities for finding jobs for 
better living. The relative Significance of different sectors in the 
employment situation of the country changes. The following table will 


tell the Story very clearly how the relative importance of different 
Occupations has changed in this Tespect. 


Table 9 
(Percentages) 
Sectors 1951 Census 1971 Census 1981 Census 
Agriculture 72.1 721 
l ; à 70.6 
Industrial 107 112 129 
Services 172 16.7 16.5 


Doy Registrar-General, India and Indian Economic Information Year Book 
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This shows a structural change but the major force of labour is still 
engaged in primary or agriculture sector. The Secondary and tertiary 
Sectors have shown only a marginal change after 38 years of planning. 
This occupational structure after 38 years is a matter of concem for us. 
If we want to increase employment we must avoid unhealthy and slum- 
laden urbanisation and correct our planning methods. 


(D Foreign Trade Trends : The composition of foreign trade of a 
country is also a measuring rod for the economic growth of a country. 
The backward economy exports more agricultural or raw material goods 
and imports finished goods. As the economy grows, the share of 
agricultural commodities in the exports falls and also the imports of 
finished goods falls. A developing country begins to export more of 
manufactured goods and import more of capital goods like machinery 
and intermediary goods. India’s exports now consists of more of non- 
traditional goods like gems, jewellery, readymade garments, engineering 
goods, iron and steel, cycles, sewing machines, railway engines and 
wagons, fighter planes etc. Our main imports are fertilisers, heavy 
machines, petroleum and technology which are needed for fast economic 
growth. This change shows that Indian economy has made some 
progress towards growth. 


II. Within the Sectors 


So far we have reviewed the structural changes in the Indian economy 
between the sectors. Now we shall see how changes have taken place in 
Indian economy within the sectors. 


There has been a vast change regarding the methods of production, 
use of machinery, size of the plant etc. within one sector or different 
sectors of the economy. For example, take the case of agriculture. The 
use of ploughing with bullocks has declined considerably. Tractors are 
gaining grounds.Other implements are also being used more and more in 
agriculture. Irrigation facilities have been improved by the use of tube- 
wells and pumping sets. Non-food crops are-grown on more and more 
areas. Agricultural marketing is becoming well-orgainsed. Agricultural 
products are being produced more for sale than for self-consumption. 


Similarly, in the industrial sector, more and more modem techniques 
are being applied. Automation is gaining grounds. More sophisticated 
and exact machines are being imported or manufactured for the use in 
factories. Division of labour is more complicated and extensive, The 
mode of production is marching towards specilisation. 


Like industry, and agriculture, the services sector has also changed 
considerably. We can see a specialist class of doctors, engineers, 
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administrators, technocrats etc. Advanced techniques of management, 
accountancy, operations research, etc. are being used. All these changes 
show that we are poised for rapid economic growth. 


Conclusion: 


The above discussion show that structural changes of vast magnitude 
have taken place in India during the last 4 decades and we are heading 
towards higher rates of economic growth. 


Points To Remember 


Economic growth is a process which goes on continuously. It increases the 
national income and per capita income. In India, economic growth has been 
accompanied by structural changes and institutional changes. 

Structural change means a change in the relative importance and contribution 
of different sectors of economy. Institutional changes refer to a change in the 
importance of different institutions of the economy. 

Economic growth is measured by National Income and Per Capita Income. 
National income and per capita incomes have increased since 1951. National 
income increased from Rs. 16731 crores to Rs. 68278 crores in 1986-87. Per 
capita income rose from Rs. 466.00 to Rs. 815.00 in 1986-87. 

Factors determining economic growth are: (i) Proper use of natural resources 
(ii) Quality of population (iii) Capital formation (iv) Entrepreneurial ability (v) 
Technological progress (vii) Cultural and Religious attitude (viii) Political set 
Xp (ix) Strong infrastructure. 

There are three types of economy according to economic growth (a) 
underdeveloped economy where per capita income remains almost stagnant (b) 
developing economy where national income grows (c) developed economy 
where per capita income is very high. India is a developing economy. It has 
changed its structure. 

Economic growth is the result of many factors interacting with one another. 
To list out clear-cut causes for slow economic growth is not simple. However, 
important causes of our slow economic growth are: Tnadequacy of Investment, 
High Capital Output ratio, Low Industrial and agricultural Growth, Rapid 
Population growth. 

(i) The share of agricultural sector (i.e. primary sector) is falling while those 
of industry and services (tertiary) are increasing ; (ii) The share of non- 
commodity producing sector has been rising; (iii) The share of organised sector 
is rising and that of unorganised sector is falling; (iv) The share of public sector 
is steadily increasing; (v) The composition of India’s foreign trade is changing; 
(vi) Structural changes are also taking place within the sectors, 


Questions 
1. Discuss with references to the Indian economy since independence, the 


structural changes that accompany economic growth. Have there been 
any such changes in the Indian Economy over the last 30 years? 
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2. What is economic growth? Explain the factors which affect economic 
growth. How can economic growth be suitably measured? 

3. What is meant by structural changes in an economy? Bring out how 
Indian economy has gone through this change after independence? 

4. Write down the structural changes which have undergone in India 
between sectors and within the sectors. 

5. What are the main sectors of an economy? 

6. Bring out the relationship between economic growth and structural 


changes in the Indian economy. 
7. How do the national income statistics during the plans indicate economic 
growth in India? 
8. Explain briefly the indicators of economic growth and structural changes. 
9. What are the causes of the slow growth of Indian economy? 
10. What is a developing economy? Is India a developed economy or 
underdeveloped economy? 


11. Explain the percentage contribution of various sectors to national income 


during various plans. 
12. How is “capital formation” a key element to economic growth? 


4 


Growth of Investment and Savings 


Meaning of Investment 


Investment is an expenditure on increasing the nation's stock of capital 
goods like buildings, machines, tools, rails, roads, bridges, dams etc. As 
Such, investmentis the amount by which the stock of capital of an economy 
increases. In this sense of the term, we exclude purchase of existing paper 
Securities, bonds, debentures or equities etc. They are mere transfers and 
they do not add to the stock of capital goods. There is a difference between 
capital and investment. Investment means what has been added to the stock 
ofcapital goods in a year while capital means the total stock of capital goods 
in existence. ; 


Meaning of Savings 


It refers to that part of an individual's income which is not spent on 
immediate consumption. We know that most of theindividuals do not spend 
the whole of income they earn. The amountthatan individual saves becomes 
the source of investment. As the income level increases, individuals tend to 
increase their consumption and are also tempted to save more. 


Relationship between savings and Investment 


Savings and investment jointly constitute one singular process which is 
known as Capital Formation. When Savings are employed in further 
production (i.e. investment), it is called capital formation. Thus when a 
Country consumes in aggregate less than what it produces in aggregate the 
surplus of production (i.e. savings) is employed in further production (i.e. 
investment), it is called capital formation in the country. Higher the level 
Of savings, higher will be the level of investment in the economy. 
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Let us look at the following equation to understand the relationship 
between savings and investment. 


Suppose : 
y = Income, s = Savings , 
i = Investment , c = Consumption 


We know that in an economy, the total income shall be equal to 
consumption plus savings, i.e. 
Y=c+s (i) 
We also know that income is equal to expenditure on consumption goods 
and the expenditure on investment, i.e. 
Y=c+i (ii) 
Now in the two equations “c” is common to both, thus we can say that 
s=i 
or savings = investment 


We can also say if savings are higher then higher will be the level of 
investment in the economy. Every developing country seeks to raise its level 
of savings for the simple reason that more savings would enable the 
economy to undertake higher level of investment. It will enable the economy 
to build up its capital sector. 


Importance of Savings and Investment 


Increased savings and investments lead to an increase in the productive 
capacity of an economy and hence they are important for the following 
reasons : i 


(a) Help to establish industries which require heavy capital investment. 
(b) Enable the country to make use of latest techniques of production. 
(c) A country with large capital stocks can acquire the capacity to 
change, innovate, adjust to new ideas and carry out scientific 
investigations and make technological advances. 
Significance of Investment 
For developing and under-developed countries investment helps in : 
(a) Increase in Income : Investment increases the productive capacity of 
the economy and thus enables it to increase the income level. 


(b) Increase in employment: Itcreates more work. More jobs arecreated 
by new factories, irrigation works or transport facilities. 
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(c) Promotion of technical progress : Investment makes it possible for 
a country to improve in products, processes and materials as a result of use 
of latest technical know how. 


Significance of Savings 


For developing countries, savings are very important because of the 
following reasons: 


(a) Economic Growth : Savings help an economy to produce more and 
thereby to increase its income. It in its turn leads to niore savings. Hence 
savings help economic growth of an economy. 


(b) Self-reliance : We in India have experienced the ill-effects of 
dependence on foreign capital. Domestic savings are essential for smooth 
economic development. It is always better to depend on savings which will 
ultimately make us self-reliant. 


(c) Personal Benefits : Savings help the saver to increase his income 
either in the form of interest or profit. By increased income he can meet his 
family obligations better. 


CAPITAL FORMATION 


The problem of capital formation is a problem of choice between the 
present and the future. A developing economy has to decide in favour of 
deferring the present consumption and savings for investment to increase 
capital stock. Sometimes a country may borrow from abroad to finance its 
domestic capital formation, butit would notonly make the country dependent 


on foreign countries but also involves a growing debt. It is always better to 
encourage domestic savings. 


Capital Formation in India since Independence 


During the British Rule in India, Capital formation was only five percent 

of the National Income. It was quite insufficient for our Tequirement. We 
launched the first five year plan in 1950-51. Since than capital formation 

. Started rising. Capital formation may be gross or net. Net Capital formation 
is more important for economic growth. 
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The rate of capital formation in India has been as follows : 


Table 1 
Rate of Capital Formation 
Percentage of Gross Domestic Product 
(At current prices) 
Year Gross domestic Net Domestic 
capital formation | capital formation 
(Rs. in crores) (Rs. in crores) 
1950-51 954 1 
1955-56 1469 
1960-61 2544 16.9 
1965-66 4390 18.2 
1966-67 5437 19.7 
1969-70 6285 
1973-74 11824 
1974-75 13379 
1978-79 24266 
1979-80 25278 
1983-84 45607 
1985-86 59916 
1986-87 68500 


Source : National Accounts Statistics, 1987. 


From the above table, following facts are evident : 


(i) Capital formation has risen from 10 percent of G.D.P. in 1950-51 to 
nearly 23.4 percent in 1986-87. 


(ii) This rate has been achieved after a long period of three decades. 


The increase in the net rate of capital formation has added to the existing 
stock of capital in the country as a result of gross capital formation being 
more than depreciation. This means that after providing for depreciation we 
have been left with something to add to the stock. The conclusion is that we 
have not only our stock of capital intact but have also increased it. 


Low Rate of Investment in India 


We know that the economic development of a country depends very 
much on the rate of investment. In India the rate of investment is very low. 
The CSO and Reserve Bank of India have given their estimates regarding 
investment, According to the estimates the economy is divided into three 
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Sectors, i.e. household sector, corporate sector and government sector. The 
average growth rate per year in each of the plans is given below : 


Table 2 
Average growth rate of Investment in various plans 


64 


~ Source : National Accounts statistics 1987, 
From the above table we can draw the following conclusions; 


(i) The rate of investment has gone up from 6.4 percent to 18.6 percent 
in 1986-87. 


(i) The rate of investment showed an upward trend till Third Plan. 


After Third Plan the rate of investment sunk. In the Fifth Plan it 
picked up again. 


(ii) Investment had a big shot in the arm during 6th Plan. The rate of 
investment went uptoas high as 18.4 percent, However, this rate has 
Not been considered sufficient to make a significant dent in the state 
of poverty, 


(iv) Investment rate is Still low, 

Reasons of Low Rate of Investment 
The main reasons of low Tate of investment are as under : 
(i) Low rate of Savings : India’s national incom 
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(ii) Low Savings of Public Sector : The savings of the public sector are 
alsolow. The main reason is lack of efficiency. Public sector projects have 
so far not paid their own cost much less of producing a surplus for further 
investment. 


(iii) Increasing Controls : Increasing controls on business houses have 
also affected the rate of investment in India adversely. 


(iv) Private sector’ s role: The private sector has been entrusted with the 
responsibility of the development of less priotity industries. This resulted 
in the diversion of resources from basic capital goods industries to 
consumption goods industries. "This prevented the overall investment raté 
from rising. The incentives given to the private sector have not been 
sufficient for making investments. 


(v) Deficient Demand : The demand for capital goods did not increase 
adequately. In the public-sector a sizable part of the revenue was diverted 
to non-developmental expenditure. In the private sector too, significant 
amounts were used for activities like trade, etc. 


(vi) Insufficient foreign aid : Foreign aid has not been sufficient in 
respect of the supply of capital goods. Only a few countries have been 
helpful to supply latest machines, etc. The foreign aid has been insufficient 
both in quantity and quality. 


Pattern of Investment 


Major share of investment in our country in the last Four decades has 
taken place in the public sector. Within the public sector greater emphasis 
has been placed on the development of capital goods industries. 


The following table shows the pattern of investment during the various - 
plans : 


Table 3 
Showing the distribution of investment 


(Percentage) 


Source : India Economic Information Year Book, 1988-89 
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From Table No. 3, it could be seen that the share of public sector 
investment had been rising till Fifth plan. A reversal took place in the Sixth 
and Seventh plans. 


Measures to Raise Level of Investment 
Some of the measures needed to boost investment are : 


G) Making available cheap Capital : Presnently the prevailing rate of 
interest on credit is very high. About 33 percent of the cost of production 
consists of interest and depreciation, Very little is left asa margin in the form 
of profit to the entrepreneurs. If the rate of interest is kept low, the profit 
margin will attract many entrepreneurs, Hence, cheap capital must be made 
available to them. 


(ii) Rates of Taxation be reduced: The existing rates of taxation are very 
high and they are adversely affecting the willingness of the entrepreneurs to 
invest. A reduction in tax rates is very necessary. 


(iii) Regular supply of Power and other Inputs: In many states and 
regios, power supply is very erratic. The lack of regular supply of power 
is great hurdle in regular and smooth production. Efforts should be made to 
make regular supply of power and other inputs. 


(v) Check on Industrial unrest : Gheraos, strikes and lockouts are 
greatly affecting production. To raise the level of production, the labour 
should be ensured that their due share will be paid. Government should 
ensure discipline and industrial peace. 


activity in the country, It is necessary to liberalise industrial activity and 
open new fields of activity for private entrepreneurs, 


Savings 


In order to accelerate the process of growth in an economy, a country has 
to boost its level of investment. This investment is financed from internal 


with interest which is not utilised in the country. 
Rate of Savings in India 


The rate of Savings was very low at the time of independence. Different 
plans have attached great importance to the need for increasing the rate of 
Savings for investment. In order to achieve self-reliance all the plans 
attached greater significance to stepping up domestic or internal savings. 
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"Table 4 
Trends in Savings (at current prices) in the Plan period 


Net domestic savings 
(Rs. in crores) 


651 


1950-51 
1955-56 
1960-61 
1965-66 

' 1966-67 
1969-70 
1973-74 
1974-75 
1978-79 
1979-80 
1983-84 

1985-86 

1986-87 


Source : National Accounts Statistics 1987 and India 1987. 


The sources of internal or domestic savings have been divided into three 
broad sectors, viz. 


(i) Public or Government Sector 
(ii) Private/corporate/sector 
(iii) Household Sector 
The public or government sector includes central and state governments, 

local authorities/boards, government corporations like Air India, Life 
Insurance Corporation, Steel Authority, Hindustan Steel and Coal India etc. 
Italso includes government departments as Railways, Post and Telegraphs, 
etc. 


Table 5 
Rate of Savings (Percentage of GDP) 


Gross domestic Savings Net domestic Savings 


1950-51 
1960-61 
1970-71 
1980-81 
1984-85 
1985-86 
1986-87 


Source : Statistical outline of India 1 988-89 Tata Services Ltd. 
Note : Figures from 1980-81 onwards relate to new series. 


—— EE i" 
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Private Corporate Sector includes financial institutions like banks, non 
financial public and private limited companies, and all types of. cooperative 
institutions. 


undertakings. Profit is the source in private Corporate sector. In the 
household sector Savings is in the forms of physical assets, ie. fixed 
investment in agricultural, construction, business and inventories, Itcan be 
in the form of financial assets such as currency notes, deposits, insurance, 
Provident funds etc, 


Inthe following table share of savings in Gross Domestic product in the 
various plan periods is given: 


Y Table 6 
(A) Composition of Gross Domestic Saving at Current Prices 
(Percentages) 
ETE EET 
1950-51 73.6 9.1 
1960-61 
1970-71 
1980-81 
| 1984-85 (Prov) 
1985-86(Prov) 


1986-87 (Prov) 


Source : Statistical outline of India 1988-89 Tata Services Ltd, 
Note : Figures from 1980-81 onwards relate to new series, 


(B) Share of Public and Private sector in Gross Domestic Product 
(New series : Current Prices) 


GDP. 


1,42,876 
(a) Public Sector 


29,857 
(b) Private Sector 1,13,019 
Gross Domestic Savings 33,668 
(a) Public Sector 7,254 


(b) Private Sector 26,414 


Source : Statistical outline of India 1988-89 Tata Services Ltd. 
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There have been gaps between investment and domestic savings. In the 
I, II, ITI, Annual and IV Plans there was a gap of 2.0, 2.5, 2.3, 3.8 and 0.8 
percent respectively. During the Vth plan, the rate of savings picked up and 
only 0.3 percent gap was left to be covered by foreign borrowings. Again, 
during Sixth plan, the gap widened and the gap of the order of 2.1 percent 
was filled up by foreign borrowings. Atthe beginning the gap was of only 
1.4 percent. 

Table 7 


Savings at Current Prices by Sources 
(Rs. in crores) 


1. Household 3539 ^| 17412 34115 48040 
2. Public 804 2625 1800 14443 
3. Private 223 1235 1670 6514 


Source : National Accounts Statistics, 1987, 


As seen from the above tables, the contribution of the household sector 
is the largest and this is followed by the public sector. 


Reasons for Low Rate of Savings 


The rate of domestic savings in India is very low. Main causes of low rate 
of savings are as follows : 


(i) Low per Capita Income: Per Capita income in India is very low. Very 
large number of persons are living below the poverty line. Income being 
low, it is spent on consumption. Hence, there is a little scope for savings. 


(ii) Lack of Mobility of Savings : India is a country of villages. About 
72 percent population lives in villages. We do not have enough institutions 
in rural areas to mobilise the savings of the people. 


(iii) Rapid rise in Population : The fast growth in the country's 
population has led to large expenditure on consumption. The Government 
has toallocate more and more funds for hospitals, sanitation, education etc. 
As a result the savings capacity of the Government. is reduced. 


(iv) Loopholes in Tax-laws : There being many loopholes in our tax- 
laws, the revenue-receipts of the Government are low. Tax laws are 
discriminatory. There is no levy or tax on the income of agriculturists. 
People take advantage of this. 

(v) Low Efficiency of Public Enterprises : Some of the public sector 
enterprises are incurring large losses. Under utilisation of capacity and 
inefficiency have resulted in no profits. This has hampered the process of 
capital formation. í 
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(vi) Rapidly rising prices: Rapidly rising prices have also acted as a 
disincentive for savings. 


Measures to raise Savings 


: Measures for the increase in domestic savings can be grouped into three 
major heads i.e. the household, the public sector and the private Corporate 
Sector. 


(a) Household Sector: This sector has dominated the savings scene for 
many years and it seems that it will continue to do so for some more decades. 
Household’s propensity to save can be raised : 


(i) By improving the earning capacity of the poor; 


(ii) By improving the productive capacity of those sectors where poor 
people are employed so that the income of these people may rise; 


(iii) Prices should remain stable. Due to continued rising prices, people 
are reluctant to save. 


(iv) The rate of interest should be such as attracts people to save. 


(v) Provident fund and life Insurance tend to make à net addition to 
household savings. Thereis, therefore, need to extend these facilities 
So that more and more households take advantage of this form of 
saving; 

(vi) Savings should be encouraged through different incentive schemes; 


(vii) The majority of households in India are self-employed. For a self- 
employed household, the most attractive form of insurance could be 
investment in its own business because this would provide security 
as well as a source of immediate gain; and 


(viii) More aggressive Policy of chasing savings in the rural areas should 
be followed and women folk be taken into confidence for this 
purpose, 


(b) Public Sector : Savings in this Sector comes from two ways- one is 


when current revenue of the Government exceeds expenditure and the other 
is by profits from the Government enterprises. 
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In order to increase the profit of the Government enterprises, we can 
suggest that costs of production should be reduced through improved 
operational methods and higher capacity utilisation and adopting a pricing 
policy for bringing higher profits. These profits are not to be distributed 
among private individuals but are retained for the enterprise itself. This way 
alone profits from Government entreprises can be increased. 


(c) Private Sector : In order to improve the share of savings from the 
enterprises in the private sector, the Government should encourage the 
expansion of undistributed profits by giving liberal tax concessions. Curbs 
on expenses can also be suggested. 


Measures to Increase Capital Formation 


We have already indicated that in any country, savings and investments 
joirely help in capital formation. We have seen the position of investments 
and savings separately. We have also seen that capital formation was only 
five percent when India became independent. After adopting planning, the 
rate of capital formation has gone up and it is now 24 percent. But when we 
compare this with other developed countries, we find it still low. Let us see 
what measures could be adopted to increase capital formation in ourcountry. 


Following measures can be suggested for stepping up the rate of capital 
formation. ; 


(1) By increasing Savings : Savings can be increased by a number of 
methods. All these ways have already been explained earlier in this chapter. 


(2) By increasing investment : Capital formation can be speeded up by 
increasing investment in the country. Measures to boost investment have 
also been explained earlier in this chapter. 


(3) By removing the main causes of low rate of capital formation in India 
such as : 


(a) Over population: The rapid growth of population is the main reason 
for low rate of capital formation. A large percentage of children 
entails a heavy burden on the parents in bringing them up and thus 
they are unable to save and invest their savings. 


(b) Expenditure on unproductive things : Larger savings are possible 
only in the case of the top three to five percent of the people in the 
income pyramid. But these people invest more in un-productive 
channels like gold, ornaments, precious stones etc. This distorts real 
investment. 

(c) Inflationary Situation: When deficit financing leads to inflationary 
situation, prices rise and goods become dearer; consumers have to 
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spend a larger portion of their income in buying goods and it 
becomes difficult for them to save. This retards capital formation. 


(d) Unbalanced Development: Certain sectors have developed and 
Certain sectors have remained under-developed. The growth of 
capital formation is hampered in the less-developed sectors. 


(©), Increased burden of Taxes: Direct taxes reduce the capacity to save 
while indirect taxes raise the prices. Thus savings become impossible. 


(f) Low efficiency of Labour : Most of the workers are illiterate and 
unskilled. They are inefficient and'so their income is low. 


(g) Lack of Efficient and Experienced Entrepreneurs : The lack of 
entrepreneurial ability is one of the greatest factor responsible for 
low rate of capital formation in India. 


(h) Lack of Basic Services : Economic overheads like power, transport, 
communication, water etc. are lacking in India. This stands in the 
way of capital formation. 


Conclusion 


Capital formationis very important foreconomic growth and development. 
The rate of capital formation has remained low in India, Capital formation 


4. It an econom » Savings is equal to investment : 
Y=C+s, y=c+i, s=. 
5. Investment helps (i) = in income (ii) increase in employment; (iii) 
n T 7 iv) increase in availability of goods. 
G he help (i) economic growth; (ii) self-reliance; (jii) personal benefits. 
+ For capital formation, it is always better to encourage domestic savings. 


10. 


n. 


12. 
13. 


14. 


15. 


16. 
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Capital formation in India in terms of GDP accounted 23.4 percent in (1986- 
87). 

In India, investment has increased from Rs. 954 crores (1950-51) tc 
Rs. 68,500 crores (1986-87). The average growth rate in the first plan was 
6.4 percent which increased to 18.6 percent in Seventh plan. Investmentrate 
is still low. 

Low rate of investment is due to (i) low rate of savings; (ii) savings of public 
sector is also low; (iii) non-fulfiiment of plan targets, (iv) increasing 
controls; (v) private sector entrusted less priority industries; (vi) demand for 
capital goods did not increase adequately. 

Major share of investment is in the public sector. Measures that can be 
adopted to raise investment are : (i) making available cheap capital; (ii) 
taxation rates be reduced; (iii) regular supply of power and inputs; (iv) 
industrial unrest to be settled; (v) opening of more fields for private sector. 
Savings increased from 651 crores (1950-51) to 33,293 crores (1986-87). 
Sources of internal or domestic savings are: (i) Public sectoror Government 
sector; (ii) Private corporate sector; (iii) Household sector. Household 
sector's share is 64.4 percent, public sector's share is 31.4 percent and 
Private corporate sector is 4.0 perceni. 

Reasons for low rate of savings are : 

(i) Low per capita income; (ii)Lack of mobility of savings; (iii) Rapid rise 
in population; (ivJTax-laws are discriminatory; (v) Public sector enterprises 
are incurring large losses; (vi) Rising prices. 

Savings can be raised by (i) improving the earning capability of the poor; (ii) 
improving productivity capacity of sectors employing poor people; (iii) 
prices should remain stable; (iv) rate of interest be made attractive; (v) (axes 
on agricultural income; (vi) cost of production in public Sector bereduced. 
Capital formation rate can be increased (i) By increasing domestic savings; 
(ii) By increasing investment; (iii) By removing the main causes of low rate 
of capital formation. 


Questions 


_ What are the causes of low rate of investment in India? 
. What is saving in economics? What are the main causes for the low rate of 


savings in India? How can it be increased in India? 


. What is capital formation? What are the main causes for the low rate of 


capital formation in India? How can it be stimulated? 
Explain the meaning of the term investment. What is its importance in the 
process of economic development? 


. What is the relationship between savings and investment? 
. What are the major sources of domestic savings in India? 
. How is the Indian Government filling the gap between investment and 


domestic savings? 


. Suggest three main measures for raising (i) Capital formation and (ii) 


Savings. Give points only. 


. Give the rates of capital formation in percentage in the following years: 


1950-51, 1965-66, 1973-74, 1985-86, and 1986-87. 
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Institutional Changes 


MEANING OF INSTITUTIONAL CHANGE 


By an institutional change we mean a Shift in the relative significance 
of different institutions in the economy, After indpendenco the important 
institutional changes that have taken place are as under: 


(i) Political Unification 

(ii) Redistribution of land and introduction of various land reforms, 
(iii) Growth of Private Sector, 
(iv) Growth of Public Sector, 

(v) Promotion of Mixed Economy, 


We shall discuss hereunder the role Played by these institutional 
changes to bring about growth of Indian Economy, 


(i) Redistribution of Land And Introduction of Various Land 
Reforms : Before independence, istributi i 


was very unequal. The rural Population virtually consisted of two 
groups, i.e. the haves ánd the havenots, 
mercy of their landlords. The mai 
the people were living below the Poverty line. Agricultural . 
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improvements suffered because bigger landlords or Zamindars did not 
feel any urge to carry out the programmes of agricultural improvements. 
After independence, certain institutional changes or land reforms were 
brought about either by regrouping or reorgansing the land from 
operational point of view or by bringing out suitable changes in the 
ownership of land. Broadly speaking there were two major objectives of 
land reforms—social and economic, The first major objective of land 
reforms was to promote social justice and to end exploitation, This 
means tiller of the land should be the owner of land. The second major 
Objective was to increase the productivity of land. This is done by 
affecting the size of operational holdings and by bringing about suitable 
changes in the ownership of land. Productivity of land has no doubt 
increased in India, but in the absence of any scientific survey, it is 
extremely difficult to say as to how much increase has taken place as a 
result of institutional changes. 
After independence the following land reforms were undertaken in 
' India: 
(a) Abolition of intermediaries or Zamindari System. 
(b) Ceiling on land holding. 
(c) Consolidation of holdings. 
(d) Tenancy reforms. 
(e) Cooperative farming. 
We will discuss them further later on in this Chapter. 


(ii) Growth of Private Sector : After independence private 
enterprise flourished in India, Following factors facilitated the growth of 
private capitalistic enterprises in India after 1947: 

(a) Political security and stability accelerated the growth of private 

enterprise. 

(b) Political unification helped establishment of unified large markets 

which in turn helped the promotion of private enterprise. 

(c) End of Zamindari system stimulated the private enterprise to 

increase production in agriculture. 

(d) The private enterprise has been fully protected against foreign 

competition. 

(©) The Government heiped the growth of private enterprise in the 

economy. 
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(© The growth of public sector had a beneficial impact on the growth 
of private sector. The private sector became complementary to 
the development of public sector. 


(g) The State gradually indianised several foreign enterprises. 


(h) The Zamindars who got huge sums as compensation invested the 
amount in Industries and mechanisation of farming. 
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The development of the private sector can be measured on the 
following basis: 


(a) Increase in the number and paid-up capital of Companies : In 
1951 the number of joint stock companies was 28532 and in January 
1988 it was 1,38,186. The paid up capital increased from Rs. 775 crores 
to Rs. 40,560 crores. 


. (b) Increase in employment in private organised Secior : Private 
industries provided employment to 50 lakhs people in 1961 but it 
increased to 82.40 lakhs in March 1988. 


(c) Increase in Savings generated in the private Sector : The total 
Savings of private sector was 117 crores in 1961 and in 1987-88 it was 
3500 crores. Factory incomes in private organised sector increased many 
folds. The number of small scale units registered with State Industrial 
Directorate was 36,000 in 1961 and it increased to 15,90,600 in 1983. 


(d) There was an appreciable increase in the incomes of the various 
factors of production. 


Monopolistic tendency and concentration of economic power 


In the private sector an unheaithy tendency towards the growth of 
some 20-30 big business houses have given rise to the problem of 
concentration. On the basis of the value of the assets held, some of the 
big business houses are Birlas, Tatas, Thapar, J.K. Singhania, Reliance, 
Mafatlal, Modi, Chidambaram, A.C.C., Larsen and Toubro, Bangur, Wal 
Chand, Shri Ram, T.V.S. Iyenger, ICI, Sarabhai, Hindustan Lever, 
Kirloskar, Mahindra and Mahindra etc. 


The problem of the growth of monopolistiic tendencies and 
Concentration of economic power was widely debated in the early sixties. 
In 1968, the Government enacted the Monopolies and Resirictive Trade 
Practices Act, 1969. The main objective of this Act was to prevent 
Concentration of economic power and to control and check monopolies. 


(iv) Growth of public sector : After independence, the role of public 


Sector has considerably increased due to the economic needs of the 
Country and also on account of the economic philosophy of the 


Government. The need was felt because of: 
(a) Accelerated economic growth : Heavy capital goods, basic and 
key industries required heavy capital investment. Only public 
sector could provide capitai for such industries. 


(b) Achieving Socialistic pattern of society : Economic inequalities 
and regional! imbalances could be removed by achieving 
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socialistic pattern of society. Public sector provides scope for the 
establishment of such a society. 


(c) Even distribution of income and wealth : In the public sector more . 


z ist putem CE 
importance could be given to the workers. Uneven distribution o! 
Sidi could be checked. Prices of the commodities could be 
fixed in such a way that the poor people should get more profit. 


(d) More employment : Investment in public sector creates new 
employment opportunities. People like to work in public sector 
industries because of better facilities and security of service. 


(e) Balanced regional development : Backward areas can get 


industries etc. only under public sector enterprises. This 
promotes balanced regional developments. 


(f) Defence industries : For nation's security, defence production 
cannot be left to private enterprise. 


(g) Long Gestation Period : Industries of public importance where 


investment is heavy and gestation period is long could only be 
established by public sector. 


Some of our public sector enterprises have the following short- 
comings: 


(i) Many projects have low rate of profitability. 


(i) Many projects have spent heavily on construction, maintenance 
and administrating township. 


(iii) Some projects have adopted wrong price policies, 
(iv) Too much political interference in the working of the projects. 


(v) Sound Commercial principle are not followed in investment 
decisions. 


(vi) Delay in finding suitable top-officials. 
(vii) Under-utilisation of installed capacity. 
(viii) Projects took longer time to complete. 
We will discuss this further in Chapter on Industrial Policy. 


(v) Promotion of Mixed Economy : Partition of the country created 
problems for raw material and transport for the industrial sector. As a 
result, the Government decided to have a comprehensive industrial 
Policy. An industrial policy was announced in 1948. The main thrust of 
that policy was to promote Mixed Economy in India, reserving a sphere 
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for private sector and another for the public ownership. Industries were ^ 
divided into four categories. In the first category, important industries 
like arm and ammunition, atomic energy and railways were placed. The 
second category of industries such as coal, iron, ship-building etc., could 
henceforth be undertaken by the State only. The third category included 
indusiries of basic importance and were also left for the Central 
Government The fourth category comprising the remainder of the 
industrial field was left open to private enterprise. 


In 1956 the above policy was revised. Industries were categorised 
into three groups. In list A, seventeen industries were included, in list B, 
twelve industries were included and all the remaining industries were left 
to private sector. Industrial policies of 1977, 1980, 1982 all emphasised 
promotion of mixed economy. 

Mixed economy is the mixture of two extreme economic systems viz. 
capitalism and socialism. In this system of economy public sector and 
private sector both co-exist and have their respective roles to play. In 
this system the best of both the systems mentioned above are retained. It 
is, therefore, called the golden path between capitalism and socialism. In 
this economy, the foilowing activities are kept in the public sector: 


(a) Basic and key industries vital for the industrial growth of the 
country. 


(b) Public utility services like water supply, generation of power. 
(c) Defence goods production. 


(d) With a view to promote balanced regional growth industries are 
reserved for public sector. 


(e) Attention is paid towards reduction in the inequalities of incomes 
and wealth. 


(f) Industries requiring high capital investment but whose gestation 
period is long are also reserved for this sector. 


This policy has been very useful in the accomplishment of socio- 
economic objectives. It has promoted the growth of basic and key 
industries and public utility industries. These have been highly effective 
in the direction of promoting social justice and rapid industrialisation. 
Public sector has played a very useful role in stepping up industrialisation 
and providing social justice. 

Mixed economy has also been adopted as an appropriate instrument of 
the overall strategy of development in all the plans. It is based on the 
idea that both public and private sectors together would contribute 
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maximum to the development of the country. Both these sectors would 
be supplement and complement to each other. 


LAND REFORMS IN INDIA 


At the time of independence, the system of land tenure was extremely 
unsuitable to the needs of a growing economy. The old system of 
Zamindari and tenancy system of cultivation were detrimental io the 
interest of the landless labour. There was imperative need to introduce 
land reforms measures to remove the basic obstacles io agricultural 
development and economic growth in India. The land reforms were 
needed for the following reasons: 


(a) To locate the real owner of the land so that the State may receive 
land revenue from him directly. 


(b) To increase the productivity of land it is/was necessary to locate 
the owner because only the owner takes more interest than a 
tenant, in the permanent development of the land. 


(c) To ensure peace and contentment among the village community, 
a sound system of land tenure was necessary. Good tenure 
System on the one hand encourages maximum production and on 
the other also ensures welfare and contentment among those who 
work on land. 


(d 


Z 


To get maximum output from the land it is necessary that those 
who work on land should get appropriate incentives. Land 
reforms should maximise agricultural output. 


LAND REFORMS INTRODUCED AFTER INDEPENDENCE 


. Abolition of Intermediaries or Zamindari System : At the time of 
independence the ownership of land in rural areas was vested with a few 
Privileged persons who were known as Zamindars or Landlords. In the 
year 1793 Lord Comwallis introduced permanent settlement system of 
land Ownership for payment of land revenue. As a result of which a class 
of intermediaries known as Zamindar, Jagirdar, Inamdar etc. was created. 
They were privileged and loyal class. They were landlords in absentia. 
They did not work in the fields. They engaged cultivators and used to 
charge heavy rents from them. They were paying fixed revenue to the 
government. As a result of introducing this system, agriculture started 
Stagnating. This system was socially unjust, politically inexpedient and 
economically bad. Since the tiller of the land was not the owner of the 
land, he did not take any interest in the improvement of the land. These 
landlords did not take interest in land either. They used to treat the 
Cultivators vey badly. The tenant-cultivator had no direct relation with 
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the government. The landlord collected land revenues from the tenant. 
Generally, the taxes were very high because besides Government tax it 
included money for the use of the landlord for his consumption also. 


Realising the ill effects of zamindari system, a number of Acts were 
passed by the various State Governments to abolish it. U.P. was the first 
State to pass a comprehensive Act for its abolition. By the end of 1960 
the process was complete in almost all the States and about 2 crore 
cultivators were benefitted. 


Ceiling on Land Holdings : Before independence the distribution of 
wealth in rural areas was very unequal. In order to reduce wide 
disparities, measure of ceiling on land holdings was adopted. By ceiling 
on land holdings we mean the fixing of the maximum size of a holding 
that an individual cultivator or cultivator family may possess. Beyond 
this maximum size, all land belonging to the landlord is taken over by 
the Government and is distributed among the landless labourers. By 
1962 in all the states Acts had been passed to fix ceiling on land 
holdings. The ceiling has been fixed at 10 to 18 acres in places where 
irrigation is done by private sources. In areas where there is provision of 
irrigation for the raising of only one crop upper limit has been fixed at 27 
acres. For the remaining types of land, the upper limitis 54 acres. Fora 
family a unit of 5 consisting of husband, wife and 3 dependent children is 
considered. Land under orchards, animal husbandary farms, sugarcane 
farms owned by cooperatives and sugarmills are exempted. Both the 
Central Government and the State Governments are giving top priority to 
ali land reforms particularly to ceiling on land holdings. After the advent 
of the 20-Point Economic programme, the Government declared the year 
1976 as the year of implementing land reforms. In spite of all this the 
progress has been very unsatisfactory. About 42 lakh acres have been 
declared surplus out of which 34 lakh acres have been distributed. 
According to the National Sample Survey (26th Round, 1971-72) about 3 
crore acres should be surplus land. Thus the overall situation in this 
respect is very unsatisfactory. 


After the conference of the Chief Ministers of various states of india 
the Union Agriculture Minister in 1972 gave the following six 
suggestions to the State Governments to implement the ceiling on land 


holdings: 
(a) Disputes regarding ceiling on land holdings shouid be speedily 
settled. 


(b) Surplus land should be 
Government. 


immediately taken over by the 
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(c) Land in the possession of the Government should be speedily 
distributed. 


(d) Names of those who are given the land should be immediately 
entered in the proper land revenue records. 


(e) Allottees should be provided financial help. 
(f) Supplementary work should be provided to the allottees. 


Recently, the Agriculture Minister has suggested to get all pending 
cases of disputes settled speedily either through special courts or Lok 
Adalats. 


Consolidation of Holdings : As a result of succession laws, the 
holdings of a farmer were Sub-divided and scattered. This fragmentation 
and sub-division of holdings leads to wastage of land in the forms of 
boundaries, hedging etc. It also leads to the wastage of human and cattle 
energy involving movement from orié field to the other. A small size of 
holding prevents the farmer from adding better agricultural implements. 
Consolidation of holdings is an answer to these problems, It is a process 
of organisation of land under which all holdings belonging to a single 
land owner, situated in different corners in a village are consolidated at 
One plae. This process solves the problems of fragmentation of holdings 
and enlarges the size of operational holding. Consolidation of holdings is 
of two types—one is Voluntary Consolidation and the second is 
Compulsory Consolidation. Under the first kind land holders of a 
Particular area get together for this purpose. This has not proved fruitful 
in India. Under the second type, Government by legislation makes it 
Obligatory to implement this. The Progress of consolidation of holdings 
in India has been very slow. So far, only 500 lakh hectares of land has 
been brought under it in the whole of the country. Only in Punjab, 

yana, Western U.P. and Delhi, the work is complete, Even a 
beginning has not been made in Southern States and Rajasthan. In the 
Eastern States, some work was undertaken only in Orissa and Bihar in 


the Sixth Five Year Plan, Important difficulties which have come in the 
way of consolidation are: 


(i) The farmers are extremely attached to their ancestral land and 
therefore are unwilling to give it up. F 


(i) Those having better quality do not like to combine for fear of 
Betting inferior blocks after consolidation. 


(iii) It IS a cumbersome process, The Government officials who 
implement are generally slow and often Corrupt. 
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(iv) The movernent has not evoked the necessary cooperation from the 
poorer sections becausc it has been noticed that small farmers 
have been allotted plots either of inferior quality or situation. 
Even courts have not done justice to them. 


(v) The land revenue records are not complete. 


(vi) Generally influential farmers try to get fertile land in lieu of 
barren land. This causes litigation. Courts pass stay orders and 
do not decide issues for years together. This is happening in most 
of the villages where the process of land cónsolidation has been 
started. 


Cooperative Farming : After independence Government of India 
made serious efforts to develop agriculture on cooperative lines. A 
cooperative farm is one in which a number of farmers join together, pool 
all their land, livestock and labour and manage the farms as one unit with 
the help of an elected management. Cooperative farming is being 
promoted to raise the average size of holding. 


Cooperative movement in India suffers from weak financial resources, 
lack of trained, efficient, honest and dedicated personnel, vested and 
selfish interests, lack of mutual cooperation and goodwill etc. 


The movement has not spread at the rate planned for. Government 
seems not so keen now to help this movement. At present there are 9,724 
cooperative societies for farming with 2.7 lakh members and having an 
area of 6.3 lakh hectares of the land under them. 


Some Other Aspects of Land Reforms 


A. Bhoodan Movement : Acharya Vinoba Bhave started this 
movement on 15th April, 1951. He called the movement as Bhoodan or 
land gift movement. He appealed to big landlords to part with some land 
voluntarily as a gift for the landiess cultivators. About 12 lakh acres land 
had been distributed under this movement. 


B. Tenancy Reforms : In India’s agrarian structure, the tenants form a 
very significant proportion of the cultivating population. These tenants 
have no security of tenures, rents were very high and they had no interest 
in the improvement of the land. The Government decided to improve 
tenancy terms and conditions. Now tenants can not be turned out of the 
land unless the landlord himself want the land for his own cultivation. 
Acts have been passed by various states to fix maximum rent. Tenants 


can become owners of the land if they pay fixed amount to the landlord. 


About 30 lakhs tenants in differest states have acquired onwership rights 


on land. 
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Conclusion 


Land reforms had been conceived by the Government as an instrument 
for bringing institutional changes in our rural economy but it is 
unfortunate that the various measures of land reforms had not made much 
headway during the last 40 years. 


Land reforms lack political wiil, suffer from administrative 
inadequacy and resistance from vested interests. 


Points To Remember 


1. By institution! change we mean a shift in the relative significance of 
different institutions in the economy. 

2. Institutional changes, that took place after independence, are political 
unification, land reforms, growth cf private sector, growth of public 
Sector, and promotion of mixed economy. 

3. Land reforms have taken the form of abolition of intermediaries or 
Zamindars, fixing of ceiling on maximum holdings, removal of 
fragmentation and sub-division of holdings by consolidation of holding, 
Cooperative farming and tenancy reforms. 

4. Number of Joint stock companies are 1,38,186 with paid up capital of 
Rs. 40,560 crores, Private sector provides employment to 82.40 lakh 
Persons. Savings in 1987-88 were Rs. 3500 crores. There is a 
monopolistic tendency in private sector. About 20-30 big business 
houses are controlling private sector. 

5. Public Sector role has increased for establishing Democratic Socialistic 
Republic and Welfare State. It is also responsible for development of 
heavy, key and basic industries, defence production, public utilities, 
balanced Tegional growth, removal of uneven distribution of wealth and 
income etc, 

$. Since First Industrial Policy of 1948 Mixed economy has been 
established in India. Jt aims at achieving the economic gains of 
Capitalism and socialism, 

if Land reforms in India lack political will and suffer from administrative 
madequacy and Tesistance from vested interests, 


Questions 


1. What are the objectives of land reforms in India? To what extent have 
these been fulfilled? 


2. Writea brief note on: 
d reforms since independence in India, 
3. Suggest institutional measures to increase agricultural productivity, 
4. What is meant by consolidation of holdings? Describe the factors 
Iesponsible for its slow Progress in India, 


5. What is 3 Mixed Economy? Explain its role in the economic 
development of India. 
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Mention the main characteristics of the institutional changes that have 
taken place in the Indian economy during the last four decades or so. 
List the steps that have been undertaken since independence for 
transformation of feudalism. 
Bring ou: the economic significance of political unification. 
What are the consequences of abolition of intermediaries from the land? 
Write short notes on: 

(a) Growth of Big business houses. 

(b) Fragmentation of holdings. 

(c) Tenancy reforms. 

(d) Factors responsible for the slow progress of consolidation of 

holdings. 
(e) Bhoodan Movement. 
(f) Factors leading to growth of Public Sector. 
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Trade, Payments and the 
Problems of Economic Self-Reliance 


Before independence, the pattern of India's foreign trade was dictated 
by the British Tulers to serve their interest, Britain and other 
Commonwealth Countries were India's major trading partners. India's 
exports mainly constituted a few primary commodities while bulk of 
imports was of Manufactured articles, But after independence and Start 
of economic Planning in 1951, Indian economy witnessed stupendous 
changes and is no longer an agricultural economy. These changes have 
reflected themselyes in India’s foreign trade, The foreign trade is no 
longer confined to a few countries trading in a few commodities, India is 
practically trading with all the countries of the world, The number of 
Commodities being Covered by foreign trage is more than 6,600. The 
volume of India's foreign trade has also increased Several times since 


independence, 
In order to understand the nature and 
must know the meaning of some terms : 


(8) Value of Trade : It means the money value of all the goods 
exported and imported bya country, 

(b) Volume of Trade : it 
exported and imported. 


(c) Composition of Trade : Yt denotes different items that a country 
imports and exports. The composition of imports indicates the 
needs of the country while the composition of exports indicates 
the goods that a Country is capable of offering for sale, 


problems of foreign trade, we 


means the physica] quantity of the goods 


(c) Balance of Trade: Yt means the di 


fference in the value of 
exports and imports, If exports are 


more than imports, the 
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balance of trade is called favourable. On the other hand, if 
imports are more than exports, the balance of trade is called 
unfavourable, 


(f) Balance of payment : It is a complete statement of a country’s 
receipts and payments in foreign exchange. 


(g) Self-reliance : It means non-dependence on foreign aid or self- 
help in matters of development. 


FOREIGN TRADE OF INDIA 


The development of external trade of a country is a must for its 
economic growth and development. These days, no country can afford to 
be self-contained and self-sufficient. There are many commodities which 
a country cannot produce at all and there are others it can produce at a 
very high cost. Both on grounds of specialisation and exchange, trade 
between different countries should be encouraged. The age of economic 
isolation has gone and international trade is well knitting the entire 
world, Moreover, foreign trade of a country is also a reliable indicator of 
the progress and economic growth of a country, 


Let us discuss the various aspects of our country’s external trade, 


(a) Value and Volume of India's foreign trade : The value and volume 
of foreign trade of India has increased much during the period of 
planning. Following table shows the value and volume of foreign trade 
since the beginning of the First plan. The total value of foreign trade, 
which amounted to just Rs. 1,251 crores in 1950-51 jumped to about 
Rs, 38,140 crores in 1987-88, thus registering a rise of nearly 25 times. 


Table 1 
Value and Volume of Foreign Trade of India since 1950-51 


1960-61 
1965-66 
1970-71 
1975-76 
1980-81 


1981-82 
1982-82 
1983-84 
1984.85 
1985.86 
1986.87 
1987.88 


Source : Economic Survey, 1988-89. 
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INDIA'S FOREIGN TRADE 
RS. IN 000 CRORES 


(APRIL-NOVEMBER) 


Fig. 2.6.1. India's Foreign Trade 


From the above table, it is clear that the value of trade has shown a 
Sharp upward trend. The increase in total trade is very large. This sharp 
increase in the value of foreign trade indicates that the external trade is 
playing an important role in the development of the country, Though the 
total volume of trade has increased yet the unfortunate part is that our 
imports have increased at a faster Speed. In 1950-51 the value of imports 
was 650 crores which haz increased to 22399 crores in 1987-88 which 
was 34 times of 1950-51. There have been many factors for this big rise. 
Since 1956 India has been importing heavy machines for the 
development of large scale and heavy industries. Later on, she had to 
import to meet the Tequirements of repair and replacement of these 
machines. In some years, the country had to import foodgrains to meet 
Our domestic shortages caused by floods and droughts, The value of 
imports has also risen due to the rising prices of the goods all over the 
world. Since 1973-74, the prices of pertroleum and fertilisers have 
increased considerably. 


The growth in the value of exports was quite low till 1972-73, Since 
then there has been substantial increase in the value of exports, A 


number of factors which facilitated rising trend in exports are discussed 
below. 


Previously the major part of exports consisted of agricultural goods, 
now new goods particuarly engineering goods and leather goods are 
added to the value of exports in a big way. Devaluation also helped the 
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foreigners to buy more goods from India. Barter agreement with socialist 
countries like USSR and East Germany also added to the value of 
exports, In recent years the world trade has increased and India has 
shared this increase, A large number of goods are being produced in the 
country for export, Government has intensified its efforts to increase the 
volume of exports. Several concessions and incentives have also: been 
provided for the promotion of exports. 

tie 
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Fig. 2.6.2 Foreign Trade of India 


Expansion in exports has also been made possible by the (i) growth of 
manufacturing and engineering industry at home. The products. of these 
industries found good market in other developing countries, Gi) Indian 
industries adopted advanced and sophisticated technology which has 
made it possible to produce goods at cheaper rates and compete in the 
foreign markets. 


COMPOSITION OF FOREIGN TRADE 


After independence, much change has taken place in the export trade 
of India. Before 1947, our exports were of traditional goods, i.e. raw 
materials, foodgrains, jute, cotton, etc. But now most of the 
commodities that India was importing earlier are being exported. We 
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now export non-traditional goods, i.e. manufactured goods. Now the 
proportion of raw materials in exports has fallen while that of 
manufactured goods has gone up. Among the important imports are 
industrial raw materials, chemicals, crude petroleum and sophisticated 
capital goods. Foodgrains, edible oils, and fertilisers are also items of 
imports now-a-days. Due to green revolution and bumper crops in the 
country, the imports of foodgrains has declined. 


In the following table, principal commodities of exports and imports 
are described : 


Table 2 
India's Imports of Principal Commodities (Value in Rs. Crores) 


Commodities 


(A) Petroleum, oil and Lubricants 

(B) Capital goods (metals, machinery, transport 
equipment and project goods) 

(C) Edible oils 

(D)  Cereals and cereal preparations 

(E) Pearls, precious and semi-precious stones 

(F) Fertilizer & Fertilizer Materials 

(G) Iron & Steel 

(H) Chemical materials & Products 

(D — Non ferrous metals 


RS, 20201 CRORES 


Fig 2.6.3 : Composition of India's imports (percentage) 


161 
Table 3 


India's Exports of Major Commodity Groups 


(Value in Rs. Crores) 
1986.87 | 1987-88 
A. Petroleum products 


B. Gems and jewellery 

C. Important agro-based Commodities 
Coffee and coffee substitutes 

Cashew kernels 

Raw cotton 

Oil cakes 

Rice 

Spices 

Tobacco 

Sugar 

Readymade garments 

Engineering goods 

(machinery and transport equipment and 
metal manufactures including Iron and Steel) 
Tea and mate 

Iron Ore 

Leather and leather Manufactures 
(Including footwear) 

Fish and fish preparations 

Others 

chemical and allied products 

Cotton fabrics 

Tute manufactures 

Handicrafts 
Miscellaneous 


ng 


pom 


d xd 


1887-1988 


RS. 12452 CRORES 


Fig 2.64 : Composition of India's exports (percentage) 
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Fig 2.6.5 : Sources of India's Imports 


DESTINATION OF INDIA'S EXPORTS 


(IN PER CENT) 


OTHEREEC 


118 1086-07 


DEVELOPING 
COUNTRIES 
(NON - OPEC) 
142 


OTHER 
OTHER EAST EAST EUROPE qs 12452 CRORES 
EUI RS. 15741 CRORES SOURCE : ECONOMIC SURVEY : 1988-89 


Fig. 2.6.5A. Destination of India's Exports 
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The composition of India's foreign trade has undergone a major 
change since the beginning of the era of economic planning. Previously 
we were importing manufactured goods and exporting agricultural goods. 
Now India is a leading exporter of engineering goods, industrial 
manufactures, iron and steel, industrial equipment, plants and machinery 
to other countries, On the import side we are importing industrial raw 
materials, chemicals, crude petroleum and sophisticated capital goods. 
Fertilisers are also being imported to raise bumper crops. 

Following conclusions can be drawn about the composition of India’s 
foreign trade : 

(i) In the field of imports, the emphasis has shifted from the import 
of manufactured goods to industrial raw materials, chemicals and 
intermediary goods necessary for manufacturing enterprises. 

(ii), Similarly in the field of exports, the emphasis has shifted from the 
exports of traditional goods to non-traditional goods like gems 
and jewellery, readymade garments, engineering goods, transport 
equipment, leather goods etc. This is a clear cut indication that 
India has developed its industries. 

DIRECTION OF TRADE 

The direction of India’s foreign trade has changed after independence. 
In 1950 our foreign trade leaned very heavily towards U.K., U.S.A. and 
Commonwealth countries. During the course of planning notable 
changes have been observed in the direction of India’s trade. Following 
table gives the trade with selected countries of the world : 


Table 4 
Direction of Trade 


OECD Countries 
(a) EEC. 

(b) North America 
(c) Asia and Oceania 
OPEC Countries 


(d) Saudi Arabia 
Eastern Europe 
(a) GDR 

(b) Romania 

(c) U.S.S.R. 
Developing Countries 
Others 


Source: Economic Survey 1988-89. 
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Given. below is the brief description of India's foreign trade 
':; composition and direction : 


In the field of exports 


1:: Jute-Manufactures : In 1987-88, India exported jute yarn and 
manufactures to’ the tune of Rs. 242.82 crores. Our biggest 


percent of the total exports, 


2. Tea : India exported tea worth Rs. 592.37 crores in 1987-88. 
About 75 percent of her total Production is exported. The 
principal consumers of India's tea are U.K., USA, Canada, 
Australia and USSR. Tea’ constitutes about 4.4 percent of the 
total value of exports. 


INDIA'S: EXPORT, OF . PRINCIPAL COMMODITIES 
(VALUE:.IN:; RS. (CRORES) 


I 2613.50 
[985-86 < 
0 1986-87(P)._ S 


7 8 9 
1 TEA 5 READYMADE GARMENTS. & CHEMICAL & ALLIED 
2, COFFEE 6 JUTE MANUFACTURES PRODUCTS 
3 MARINE PRODUCTS (INCLUDING TWIST & YARN) 9 GEMS & JEWELLERY 
4; IRON.ORE 7 LEATHER & LEATHER MFRS, 
(INCLUDING FOOTWEAR) 


Fig. 2.6.6. India's Export of Principal commodities 
3. Cotton: Textiles: In 1987-88 cotton yarn and: fabrics worth 
Rs.1063.78 crores were exported. In addition readymade 
also exported. | India is 


; lox 


4. Cashew Kernels : It is a dollar eamer commodity. In 1987-88 we 
exported this item to the tune of Rs. 306.70 crores. It is 2.6 
percent of the total exports. 


5. Engineering Goods : In 1987-88, India exported these goods of 
the value of Rs. 1433.04 crores. Their share in the total exports 
of the country was about 7.0 percent. 


6. Tobacco : U.K. has always been the best market for our tobacco. 
Due to dollar shortage, U.K. increased its purchases from India. 
In 1987-88 its export value was Rs. 134.6 crores representing 1.4 
percent of the total exports. However, exports of tobacco have 
started falling because of discouragement of smoking habit in 
foreign countries. 


7. Iron Ore : India is an important exporter of iron ore. In 1987-88 
we eamed about Rs. 542.76 crores from its export. It is 4.3 
percent of the total exports. 


8. Leather Goods : It is one of the traditional items of India's export. 
Goods worth Rs. 1148.52 crores were exported in cA 88. It is 
6.3 percent of the total exports. 


9. Other Items : India is exporting spices, manganese, ‘coffee, 
handicrafts, sugar, wool, etc. In 1987-88 handicrafts fetched us 
Rs. 3253.3 crores, gems and jewellery got us Rs. 2613.5-crores, 
spices Rs. 309.3. crores, oil cakes. Rs. 173.3 crores; fruits, 
vegetables and pulses Rs. 147.4 crores, fish Rs. 525.1 crores, coir 
yarn Rs. 32.2 crores etc. 


In the field of Imports 


1. Petroleum : There is a shortage of petroleum in our country. We 
import this from Kuwait, Iran, Iraq, Saudi Arabia, etc. In 1987- 
88, India imported petroleum goods worth Rs. 4082.8 crores. 


2. Machines and Transport Equipment : For industrial and eco- 
nomic. progress, India imports machinery inclpding transport 
equipment. U.K., USA, West-Germany and USSR are our 
principal suppliers, During 1987-88 we imported Machinery 
worth Rs. 6284.9 crores. This included machinery for transport 
equipment and project goods. 


3. Fertilizer material and Fertilizers : In 1987-88 we imported 
fertilizer and fertilizer material worth Rs. 309.9 crores. Chemical 
materials and products worth Rs. 173.6 crores were also 
imported. Factories for the manufacture of fertilisers have been 
set up but we require them in large quantity for our agriculture. 
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INDIA'S IMPORTS OF PRINCIPAL COMMODITIES 
(VALUEIN Rs. CRORES) o» 8135.62 
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Fig. 2.6.7. India's Imports of. Principal Commodities; 


4. Iron & Steel : We import this item from U.K., USA and West 


Germany. During 1987-88 we imported iron: and Steel worth Rs. 
1273.2 crores. 


5. Edible Oils : For some years India has to import edible oils to 
meet the basic need of her population. In 1987-88 edible oils 
worth Rs. 920.0 crores were imported. ET 


6. Pearls, precious and semi-precious stones : During 1987-88, 
these items worth Rs. 1994.2 crores were imported into India. 
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CHANGES IN THE DIRECTON OF TRADE 
Changes in the direction of India’s foreign irade in recent years to 
different regions and sub-regions are given in the following tables: 
Table 5 A India’s Exports by Regions/sub-reglons (value Rs. in crores) 
Region/sub-region 1985-86 986-87 fo % change 
1987-88 
over 
1986-87 


I West Europe 


II East Europe 
III Asia & Oceania 
IV Africa 


V America 


*The above total of exports of all regions does not include export of crude and 
petroleum, products. . Thus this may not tally with the.total, exports figures of 
1985-86, 1986-87 and 1987-88. 

Table 5 B India's Imports by Regions/sub-reglons (Value Rs. in Crores) 


Region/sub region 1985-86  |1986-87 po % change 
1987-88 
over 


1986-87 


I West Europe 5155.87 
(29.3) 


II East Europe 2243.47 
(114) 


II Asia & Oceania | 7937.82 
(404) 


IV Africa 657.05 
(3.3) 


V America 3063.48 
(15.6) 


NCENM 19657.69 | 20200.65 2239897 


Source : Govt. of India, Ministry of Commerce Annual Report 1988-89. 
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INDIA'S IMPORT/EXPORT BY REGION/SUB-REGIONS 
29 PERCENTAGE SHARE 


OI EAST EUROPE EJ AMERICA E NORTHAMERICA [ AFRICA 
Œ ASIA & OCEANIA $23 ESCAP EJ WEST EUROPE [] EEC 


Fig. 2.6.8. India's Import/Export by Regions!S. ub-Regions 


table nos.5A and 5B show that the direction of trade with 
the principal trading partners of the world has changed from 1950-51. 
The notable changes are as follows : 


1. The importance of U.K. in the foreign trade has declined. In 1950- 
51 U.K. was at the top. India’s imports and exports were largely with 
this country. The trade with U.K. did increase but its share declined. In 
1986-87 the position. of the U.K. in imports was fourth and fifth in 
exports. Other important trade partners are Japan, USA, West Germany 
and USSR. 


2. The second change in the direction of the trade is the large addition 
to the list of countries with which India trades. Till 1950, India’s trading 
Partners were few in number. At present our trade relations exist with 
almost all the countries of the world. This is a healthy sign for our 
foreign trade, 


.3. The sources of India's imports have multiplied. India has trade 
with the whole of the world. This has enabled us to buy a variety of 


p of good quality and at Competitive prices. This was not possible 
' before, Q 


4. India has entered into trade agreements with certain countries 
notably with socialist Countries for imports in return of rupee instead of 
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foreign currency. This has solved the problem of foreign exchange. It 
has eased the problem of deficits also for these countries are to spend 
their rupee in India only. 

5. India is now selling to a much larger number of countries. We are 
able to find buyers for our goods. Most of our exports have been with 
the higher income countries. This means ever expanding market for our 
manufactured goods. Our trade with low-income countries is also 
increasing. 

BALANCE OF TRADE AND BALANCE OF PAYMENTS 


Balance of trade means the difference between the value of exports 
and the value of imports. On the eve of planning the balance of trade 
was unfavourable by 3 crores only but thereafter the trade balance began 
to be unfavourable at a faster rate. The balance of trade during the 
various plan periods is given below : 


Table 6 
Forelgn Trade During Five Year Plans 


VI 


From the above table, it is clear that during all the years of planning 
we have a persistent adverse balance of trade. The balance of trade gives 
only a partial picture of a country's international obligations. In order to 
have a complete enumeration of international transactions it is necessary 
to add to the net trade balance all other payments and receipts. This is 


called Balance of Payment. 


According to the Reserve Bank of India, “The balance of payments of 
a country is a systematic record of all economic transactions between the 
residents of a country and the rest of the world." It presents a classified 
record of all receipts on account of goods exported, services rendered and 
capital received by residents and payments made by them on account of 
goods imported and services received from the capital transferred to 
“non-residents” or “foreigners” 
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India's Balance of Payments 


The balance of payments for India has three main segments. The first 
includes transactions on current account. These include visible items 
(exports and imports), non-monetary gold movements and invisible items 
like shipping, insurance, etc., and property remittances, 


The second segment includes capital transactions-capital movements 
On: private. account; government account and banking accoünt : 
repayment of foreign capital called amortisation, and aid to the IMF. 


The third segment concems the ways and means of meeting the 
surplus or deficit by way of extemal assistance, drawing from the IMF, 
allocation of Special Drawing Rights from IMF; and by making changes 
in the country’s reserves of foreign exchange. 


In the following table, India’s balance of payments from 1960-61 to 
1985-86 are given. 


Table 7 
Balance of Payments 


1985-86 
21163.6 


I Imports 


II Exports : f 11577.5 
IH Trade balance (II-I) -59672 | - 9586.1 


Non-monetary 


.. Gold Movement 
V Invisible (Net) 
VI Current a/c (Net) 
Capital 
(i) Private 
(ii). Government 
(iii) Amortisation 
(iv) Repurchase of 
rupee from IMF 
(v) Banking capital 
Vil E&OE 


IX, Total deficit 
(VI to VIII) 


1. 
- 78. 


Financed by 
X External Assistance + 1692.6 
ET pee from IMF + 818.8 
location of SDRS + 120. 
XIII. Decline in reserve x) 
(+)/increase 
(-)/decline + 516.0 


: Total (X to XIII) 
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MAIN TRENDS IN INDIA'S BALANCE OF PAYMENTS 


From the beginning of planned development in Jndia the balance of 
payment has been in deficit (see item No, IX). The deficit persisted 
almost throughout the planned period. In the beginning the deficit was 
small but it has increased from plan to plan. In the table No, 7 the deficit 
in 1960-61 was of Rs. 475.8 crores, It increased to 3626,9 crores in 
1985-86. Taking different components of the balance of payments we 
find that the biggest factor contributing to deficit has been the balance of 
trade (Exports minus imports) i.e. “item no, III in the table No. 7, 
Sometimes there have been deficits on account of invisibles like 
shipping, banking etc. (refer item no.V). Quite often there have been 
surplus in item no. V but these surpluses have not been able to strike out 
the trade deficits. Balance on current account (item Nos. III, IV, & V of 
table No. 7) i.e. trade balance and balance of invisibles, have remained in 
deficit (refer item no. VI in table No. 7). Balance of payments on capital 
account (refer items no. VII & VIII in table No. 7) has been in deficit. 


The deficits shown at item no. IX are met through several sources. 
These are external assistance, loans from IMF, using our own reserves 
(See Item Nos. X to XIII of the table), It is clear from the above table 
pe we have used external assistance and loans from IMF to meet the big 

eficits, 


Position of Deficits 


Ordinarily deficits are considered bad, but. all deficits are not. bad. 
Development deficits and planned deficits are not bad. Development 
deficits arise because a country imports capital goods like machinery and 
transport equipment for its development. Capital goods are needed in the 
beginning for the establishment of new industries... After the 
establishment of industries, certain goods are needed. for, replacement, 
repair and renewal, Some goods are very essential for the, development 
of the economy. Petroleum is one of them. It is needed for transport and 
many other industries. ‘Similarly fertilisers are needed in India to boost 
agricultural production. During periods of drought we had to import 
food-grains. Thus imports for the development of the country were/are 
essential. Deficits in India have been incurred largely for good reasons 
and hence they cannot be considered bad. 


Causes for Adverse Balance of Payments of India 


The main causes of adverse balance of payments during plan period 
are as follows : 
(i) Imports of Foodgrains : Due io failure of monsoons, drought 
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Situation persisted for some years in India, Foodgrains were 
imported in heavy quantities, This aggravated the situation of 


(ii 


= 
1 
d 
= 
3 
E 
3 
: 
i 
d 
j 
g 
2, 


(iii) Inflationary conditions : Inflation was Caused due to expansion of 
currency required to finance the various plans, The existence of 


inflation made India a good market to sell by the foreign 
Producers, 


(iv) Low exports : India exports could not match up with her imports. 
Our production techniques, our cost of Production, and the cost 
Price structure did not fall in line with the Test of the world. So 
Our exports could not be increased much, 


from different countries, 


(vi) Oil crisis : The hike in oil prices by the OPEC threw the task of 
balancing the balance of Payments out of gear, 


Measures to correct adverse balance of Pay 
The principal measures to rectify adverse 


ments 


balance of payments can be: 


but also to diversify o 
new marke,s, 


(ii) Import Substitution : Efforts Should be made to produce such 
Commodities at home which are imported at Present. Import 


Substitution is another way to reduce the adverse effect of balance 
of payments, 


Countries had adopted devaluation of their 


Currency to boost exports and to control imports. India too 
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adopted this method in 1966, but no substantial benefit came out 
of this. 


(v) Other Measures : Compulsory grading for export, participation in 
foreign trade fairs and exhibitions, removal of export duties, 
assistance to exporters, self-reliance in as many goods as possible, 
setting up of Export Promotion Councils, special trade 
agreements with other countries and rail and shipping facilities 
are other measures to reduce burden on balance of payments. 


The problem of adverse balance of payments can be solved by 
increasing domestic production of agricultural and industrial products. In 
order to compete in the foreign markets, we must hold the price line, 
otherwise we will not be able to compete in foreign markets. 


Self-Reliance 


Self-reliance has been accepted as the chief objective of our Five-Year 
Plans. Self-reliance does not necessarily mean economic independence 
or completely dispensing of imports from foreign countries. The concept 
of self-reliance implies freedom from dependence on foreign aid. A 
comprehensive definition of self-reliance was provided by the Fourth 
Five-Year Plan by stating, “Self-reliance not only means freedom from 
dependence on foreign aid but also involves establishment of an 
acceptable minimum standard of living for the masses and continuing 
rise in this standard. With self-reliance, therefore, is linked the capacity 
for self-sustained growth.” 

From the above definition of self-reliance we can say that : 

G) Self-reliance implies that India should bring an end to its 

dependence on foreign loans or grants. 

Gi) Self-reliance implies the creation of capacities in those lines of 

production which require heavy imports and which make us 


dependent on the foreigners, We must adopt such measures to 
create import substitutes SO as to achieve freedom from foreign 


aid. 
(iii) Self-reliance implies that efforts should be made to meet the 
entire requirement of the economy from domestic production. 


(iv) Self-reliance implies that the technical and financial mangement 
of the economy should be in the hands of Indians, It means that 
we should develop native intelligence and expertise in different 


lines of production. 
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(v). Self-reliance will lead to ;- 
(8) Along-term equilibrium in the balance of payments, 
(b) No adverse balance of payments. 
(c) No import of foodgrains and raw materials, 
(d) Self-sufficiency in defence materials, 


(e) Self-sufficiency in highly technical human Tesources, 
Self-reliance has not Temained as a Slogan 
the beginning of Planning self-reliance has bee 
Objective of our Five-Year Plans, In the First Plan 


: The Sixth Plan mentioned 
its main Objective, .. The 


foreign exchange earnings, 
Progress Towards Self Reliance 


Briefly Stated, the Progress of Self-reliance in Various fields is as 
follows: 


(i) Agricultural Development : Our Country which was always 
Plagued by food Shortages and SCarcities of agricultural 
commodities is now not only self-sufficient in foodgrai 
established surplus stocks, The year 1987.88 witn 


drought of the century and the country faced this national 
Calamity on the basis of her buffer stoc 


(i) Industrial Development : Most of our foreign aid was used for 
investment in basic and heavy industries during the plan Period, 


instruments and Sophisticated electronic goods. Though India 
i in i » yet import of 
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modem technology still continues. The Eighth Plan aims to 
achieve self-sufficiency in technology also. 


Gii) Import substitution : As exports expansion cannot be rapid, so it 
is essential to have import substitution, meaning thereby to 
produce commodities that we import. A substantial part of our 
imports consists of raw materials; components, spare parts and 
balancing equipment. With the development of industrial 
capacity we are producing a large number of new items as import 
substitutes. There is still scope to produce such items 
domestically as we are importing presently. 


(iv) External aid for financing the plans : Right from the beginning of 
planning in India, foreign aid has played an important role. The 
es that have accrued to India are obvious from the useful 


advantag I accer 
purposes on which this aid has been spent. This is evident from 


the following table: 


Table 8 
Purposewise Distribution of Foreign Loans Utilised 


Communications 
Power projects 
Steel & steel 
projects 

Industrial development 
Agricultural 
development 
Food aid 

Oil and Petroleum 
Debt relief 
Miscellanevus 


Source: RBI Report on currency and Finance, 1 986-87. 


From the above table it is clear that the largest amount of foreign aid 
has been spent upon industrial development including transport and 
communication, power, steel, oil and petroleum products. Agricultural 
sector has also claimed a sizeable share. As indicated above, we have 
made substantial progress in industrial sector and agricultural sector 
during the plan period. Foreign aid has been very helpful in this respect. 
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The foreign aid has also enabled India te increase her rate of 
investment. It has also made it Possible for us to undertake the projects 
which could only be carried through with the foreign knowhow, 
materials, machines etc. 


The use of foreign aid is not free from harmfut effects. Some donor 
Countries tried to exert political pressure on India. In 1966 USA 
Promised more aid if Tupee was devalued, Again in 1971, USA 


Balance of Payments 


It has already been explained that i 
for India, there have been problems of 
deficits, The Story of the balance of 


as E as foreign exchange reserves are concerned, Though our foreign 
exchange position I$ Improving, we Should not Slacken our efforts to 
increase our exports in order to earn foreign exchange. 


Conclusion 


In order to achieve the objective of self-reliance, we have to increase 
our domestic Savings so that we have enough funds for investment. We 
should also produce as Per specifications demanded in foreign countries. 
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These goods should be so priced that they can be readily sold in the 
intemational market. The barriers in. the way of exports to developed 
Countries should be removed. There should be more international agree 
ments to ensure reasonable prices and sales of primary goods of India. 
More undeveloped countries be tapped for trade. Facilities forfinance and 
marketing be expanded at the international level. All these steps will 
eliminate our dependence on foreign aid etc. * 


Points to Remember 


1. Development of external trade of a country is a must for economic 
growth. 


2. The volume and value of India's foreign trade has increased much during 
the Plan period. Value increased from 1,251 crores to 38-140 crores, a 
rise of 25 times. 


3. Major imports commodity group wise are consumer goods, raw material, 
capital goods and unclassified goods. 


4. Major exports groupwise are agricultural products, ores and minerals, 
manufactured goods, minerals and fuels. 


5. Composition of India's foreign trade indicate the development of India's 
economic progress. 


6. The importance of U.K. in the foreign trade has declined. At present our 
trade relations exist with almost all the countries of the world. Our 
sources of imports have multiplied. We have entered into trade 
agreements with socialist countries. We are now selling to a much larger 


number of countries. 


7. The balance of payments is a systematic record of gll economic 
transactions between a country and the rest of the world. It presents a 
classified record of all receipts on account of goods and services 
rendered and the capital received from abroad and repayments made etc. 
India's balance of payment has been in deficit since the beginning of 
planned development. Assistance from foreign countries and loans from 
IMF have helped India to meet the big deficits. 


8. Causes for adverse balance of payments are: 
Imports of fcodgrains, heavy imports of machinery, inflationary 
conditions, fall in exports, expenditure on defence, and oil crisis 
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; Examine the main trends in Indi 
4 What important chan 


- Briefly analyse the major c! 


- What do you understand by 


- Is it desirable to Stop all imports 


9. Measures to correct adverse balance of payments are export promotion, 


import substitution, import restrictions, devaluation, self-reliance. 


i dence on foreign aid 
10. Self-reliance not only means freedom from depen: enc 
but also involves establishment of an acceptable minimum standard = 
living for the masses and continuing rise in this standard. With sel 


Teliance is linked the capacity for self-sustained growth. 
11. Self- 


Questions 


a's balance of Payments since 1956. To 
what extent has foreign aid helped? 


ges have taken Place in India’s exports and imports 
Over last 30 years? 


hanges in the direction of India’s imports and 
exports since independence, 


Name three Principal exports of India. 


the direction of trade? What have been the 
main changes in our foreign trade during the recent years? 


. Write a note on import trade of India. 


to solve balance of Payment problem? 


What will be the adverse effect of Such a policy? 


Write a note on India's export trade, 


- Write a note on the direction of foreign Trade of Indrain recent years. 
- List the measures taken in recent years to promote India’s exports, 


- What has been the role of foreign capital in Solving the problem of 


balance of payment? 


- What is the difference be 


tween balance of Payments and balance of 
trade? 


14. 


15. 


16. 
17. 


18. 


19. 


20. 


21. 


22. 
23. 
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Write down the solution to the deficits in balance of payment. 
What steps have been taken by the Government to restrain imports? 


Write any four items of imports. 


List any four incentives given by the Government of India for the 
promotion of exports. 


Describe briefly the main trends in the value of foreign trade of India. 


What is meant by deficit in balance of trade? Mention the main causes 
of deficit in the balance of trade since First Plan. 


Give points forthe ways Indian government adopted to meet the deficit 
of balance of payments. 


What is self-reliance? What is its importance for India? 
How could we achieve self-reliance? 


What progress has been made towards the achievement of the aims of 
self-reliance? 


4 


Course Of Prices 


Price movements help us to know about the trends in the growth of 
an economy. Price variations indicate the general economic conditions in 


trading class and the 
Consumers of middle and lower income groups. Generally the rise in 


prices leads to rise in profit margins of the farmers, industrialists and the 
trading classes. Consumers in the middle and 1 
Suffer because the purchasing power of mone 


In India, two types of Index Numbers are prepared (i) Index number of 


wholesale prices and (ii) Index number of consumers? prices. The series 
of whole-sale price ind 


M 1960 as base year) and agricultural labourers (with 1960-61 as base 
year). 


W 


PRICE TRENDS IN INDIA SINCE 1950-51 

The general level of prices in India since 1950-5: has been generally 
rising. In the first few years after 1950-51, there was some decline. But 
since then, for many years it has continously been rising. In recent years 
the rise in prices is very steep. The following table and the curve 
indicates the trend of wholesale prices in India: 


Table 1 
Index Number of Wholesaie Prices (All Commodities) 


Year Base 1970-71 = 100 


1950-51 47.5 
1955-56 40.8 
1960-61 55.1 
1965-66 7277 
1970-71 100.0 


1973-74 139.7 
1975-76 173.0 
1977-78 185.8 
1980-81 2573 
1985-86 357.8 
1986-87 376.8 
1988 420.0 


Source: India Economic Information Year Book, 1988-89. 


MILLION TONNES 
160 


150 


140 


83-84 94-05 85-06 86-07 


1980-81 81-82 82-83 
YEARS 


Fig. 2.7.1 Index Number of Wholesale Prices 
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In the following table, index numbers of wholesale prices of major 
commodities groupwise are given: 


Table2 
Index Number of Wholesale Prices of Group of Commodities 


BT x 


Primary Articles 
Food articles 
Nonfood articles 

Fuel , power and light 
Manufactued goods 


Textiles 
Paper and Paper products 
Leather 


Rubber 

Chemical products 
Machinery and Transport 
Miscellaneous products, 


by them. This information will be very helpful in anal 
and in divising remedies for the rising Prices, 


*— BASIC METALS ALLOYS AND 
METAL PRODUCTS 

Ue MACHINERY & TRANSPORT 
EQUIPMENT 


777- CHEMICALS & CH, PRODUCTS 
«= TEXTILES 
—— MANUFACTURED PRODUCTS 


Fig.272 Commoditiwise Index Number of Wholesale Prices 
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Table 3 
All India Consumer Price Index Numbers 


Last Month Industrial workers | Urban Non-manual employee. 
of year (Base 1960-100) 
1970-71 184 174 
1971-72 194 184 
1972-73 216 199 
1973-74 275 238 
1974-75 321 277 
1975-76 286 265 
1976-77 312 285 
1977-78 321 297 
1978-79 332 308 
1979-80 373 343 
1980-81 420 385 
1981-82 457 423 
1982-83 502 462 
1983-84 558 505 
1984-85 586 540 
1985-86 638 568 
1986-87 686 625 
1987-88 


Source: Economic Survey, 1988-89 
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PRICE MOVEMENT IN THE FIVE-YEAR PLANS 
First Plan: 


At the end of the First Plan, the general index prices declined from 
47.5 to 40.8. The successful Tesults of the first plan encouraged the 
Government to launch more elaborate plan, 


Second Plan: 


Bestation period, So commodities couid not come in the market. This 


Third Plan: 


During this Period, we had to face Chinese invasion in 1962 and 
Pakistan aggression in 1965. All this necessitated increase in defence 


The Price level in 1966-67 rose by 26 Points and in 1967-68 it Tose by 
21 points, In the year 1968-69, the Prices Temained more or less stable 
due to bumper harvest of 1967-68, 


Fourth Plan: 


The rise in the general price level was slow in the beginning of the 
Fourth Plan but gathered momentum later on, Duri i 


whole increased by 46.1 points, 
5.8. The high order of inflation in 
economists and Politicians 
Y at any moment, But the declaration of 
against Smugglers, hoarders and black 
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marketeers had a dramatic effect on the price front. Prices began to fall, 
but in March 1976 prices again began rising. The trend of decline in 
prices was wiped out. In 1977, the Government could not maintain the 
price stability. 


Roliing Plans: 


In the first year of the rolling plan, the price level was stable because 
of buffer stock of foodgrains, increase in industrial-production of 9.5 
points, availability of critical raw materials, availability of Rs. 5000 
crores foreign exchange reserve for importing such goods as were in 
Short supply in the country. But in 1979, the Central Budget led to heavy 
inflation. Prices started rising almost the day after the budget was 
presented in Parliament. The Index number in1980 was 217.6. 


Sixth Plan: 


In 1980, the Government, struggled hard to control the rise in prices 
by the management of demand and supply, but the poor agricultrual crop 
of 1979-80 and its adverse effect on industrial production, and the hike in 
oil prices in 1980 by 150 percent did not allow the Government to check 
the rising prices. Till March, 1985 the inflationary pressure continued. 
The index number stood at 338.4 at the end of 1984-85. 


Seventh Plan: 


The seventh plan also emphasised the need of maintaining price 
stability, but prices continued to rise all around during the Seventh Plan. 
The accumulated large stocks of foodgrains and easy imports of essential 
commodities like edible oils, sugar and varied industrial products proved 
not of much use in checking the rising prices. The Index number stood at 
420 in March, 1988. 


Let us discuss the factors leading to the rise of prices in India. 


CAUSES OF PRICE RISE IN INDIA 


Price rise is the cumulative effect of a number of factors. These 
factors can be grouped under three broad categories, viz (i) Factors 
which have raised the demand forthe goods i.e. the Demand side factors, 
(ii) Factors which worked on the supply side, ie. restricting the supply 
of goods, and (iii) Factors which have contributed to raise inflation, i.e. 


structual elements. 
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Causes of the price rise 


Demand side Supply side ae side 
(i) Sharp rise in (i) Slow increase of (i) Sluggishness in 
population agricultural production exports. 


(ii) Increase in incomes (ii) Slow rise in industrial (ii) Ineffective controls, 


(iii) Increase in govern- (iii) Stagnant industries 


consumer goods. bad distribution 
and marketing system. 


ments non-development 


(iv) 


expenditure. 
Deficit financing (iv) Speculation 


(v) Increase in money (v) Rise in administered 


supply Prices 


(vi) Foreign exchange — (vi) Wage price spiral 


reserves. 


(vii) Black money. (vii) High priced imports 


Demand side factors 


(a) 


(b) 


(c) 


(d) 


Sharp rise in population : In our country, population has been 
increasing at a faster rate from the year 1951. It increased from 
36-4 crores to 68-4 crores in 1981. Rise in Population led to a 
large increase in the demand for consumer goods. Government 
has also to increase the supply of basic amenities like health, 
education and civic amenities, Thus, demand of all types of 
goods and services was pushed. 


Increase in Incomes : The demand for consumer goods also 
increased because of the rise in the income of workers engaged in 
industries producing capital goods. In such industries, production 
takes place after a lapse of considerable time but in the meantime 
the money wages that workers get raises the demand for 
comsumer goods. As a result, price rose up. 


Increase in Government' s non-development expenditure : As a 
direct result in the non-development expenditure of the 
government like interest Payments on debts, administrative 
expenditure, the money Teceipts of the recipients increased. But 


there was no increase in the Supply of consumer goods. Hence 
there is rise in prices, 


Deficit financing : In order to fill up the gap between current 
income and expenditure, deficit financing was not accompanied 


(e 


— 


(f 
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by a quick increase in the supply of consumer goods This led to 
rise in prices. 

Increase in Money Supply : In India, the increase in money supply 
has been more than the increase in output. The small increase in 
output could not keep pace with the increase in money supply. 
Large amount of money began to be used for transactions. This 
led to the price rise. The increase in money supply has both in 
currency and credit granted by the banks. In 1950-51 the total 
money supply in the country was Rs. 2,020 crores which 
increased to Rs. 50,996 crores in 1986-87. This enlarged supply 
of currency and bank credit led to inflation. 


Foreign exchange Reserves : The accumulation of the large 
foreign exchange reserves in the recent years also caused inflation 
leading to rise in prices. In 1969-70 foreign exchange reserves 
were 546.4 crores. They increased to 7287.1 crores in 1987-88. 
The foreign exchange reserves were without any corresponding 
increase in the real flow of goods and services. This led to rise in 


prices. 


(g) Black money or Parallel Economy : Another important factor that 


caused inflation is the presence of large amount of black money 
in the economy. This is the money which has eroded taxes. It is 
being used for anti-social non-productive purposes like hoarding, 
expenditure on rituals and luxuries. This black money has added 
fuel to fire by feeding inflationary tendencies. 


Supply Side Factors: 
(a) Slow increase of agricultural production : Although there had 


(b 


— 


been increase in the production of wheat and rice after green 
revolution in 1966, yet there has been severe shortage of pulses 
and edible oils etc. A year of drought of 1987-88 aggravated the 
situation and the supply line further got depleted. 


Small rise in industrial consumer goods : The increase in the 
output of consumer goods has been insufficient to match the large 
rise in their demand. The production of non-consumer goods 


increased more sharply than that of consumer goods. The slower 
contributed significantly 


rise in the production of consumer goods con : 
to the rise in prices. The index of industrial production shows 
that consumer goods index increased from 100 in 1960 to 174.4 
only in 1986 while that of basic industries to 288.7 and that of 
capital goods to 235.1. The rate of growth for consumers goods 
in 1986-87 was 5.3 percent while that of capital goods 18.2 


percent and basic industries 9.4 percent. 
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(c 


— 


(d) 


(e) 


(g) 


Stagnant Industries : During the last few years, our industries 
have faced serious shortages of power, coal, railway wagons and 
raw materials etc. Thus, industrial production could not pick up 
as compared to the requirements of the economy. 


Speculation : Withholding of stocks for speculative profits led to 
further spurt in prices. Black money helped many traders to 
withhold stocks from the market and create artificial Scarcity. 


Rise in Administered prices : In recent years the public sector 
enterprises and the Government raised prices of some essential 
items like cement, iron and steel, wheat, petrol, rice, coal, sugar 
and milk etc., in view of rising costs of production. The price rise 
of these commodities gave rise to the prices of other 
commodities. With every budget, the Government raised the 
rates of excise duties and sales tax. These indirect taxes also 
raised the prices of various goods. 


Wage price spiral : After every major wage rise, the Prices rose in 
sympathy thereof. The rise in price level raises the cost of living, 
which in turn leads to a demand for higher wages. No sooner the 
demand of wage rise is met, the prices level moves a step up. 


High priced imports : Prices of many important commodities like 
petroleum, fertilisers and chemical products have gone up 
sharply. As these goods are very importantfor our economy and 


their prices have gone up, so with ihem the prices of other goods 
Tose. 


Structural Factors: 


there are some institutional bottlenecks that have c: 
They are:- 


Besides the factors contributing to rise in demand and deficit in supply 


(a) 


aused rise in prices. 


Sluggishness in exports : 
India and the advanced coun 
Sluggishness in exports on 
result, we are not able to arra 


There is a technology gap between 
tries. Our economy is suffering from 
account of technology gap. As a 
nge finance for our imports. 


(b) Ineffective controls, defective distribution and marketing system : 


The Government policy to control prices through public 
distribution system is defective, There is no scientific distribution 
System in India. There is no correlation between demand and 


supply and no coordination among different states regarding 
distribution of certain commodities. 
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From the study of above factors, we can say that the prices rise is not 
due to one factor but it is due to a number of factors. The rise in prices 
has adversely affected many sectors of our economy. 


Evil Consequences of Rise in Prices 


Let us study the evil consequences of rise in prices: 


@) 


ii) 


(iii) 


(iv) 


(v) 


(vi) 


(vii) 


(viii) 


Wage eamers, consumers, fixed income group people always 
suffer during inflation. Due to rise in prices, purchasing power of 
money declines and their real income is eroded. Though salaried 
people are given some dearness allowances but the compensation 
is never to the extent to which purchasing power is reduced. 
During inflation, creditors lose and debiors gain. Debtors gain 
because they repay less in terms of real value. Inverse is true 
during deflation. 

Investors and producers generally gain during inflation. 
However, those who have invested in fixed return securities and 
shares do not gain. 

Rising prices adversely affect both the ability and willingness to 
save. Due to inflation the purchasing power gets eroded. People 
have to spend more and can save less. 

Landless labourers, who form the bulk of our agricultural 
population have to purchase goods at higher prices. 

Exportable goods having become dearer do not find way in the 
international market. Foreign goods become relatively cheaper so 
imports increase. This adversely affect our balance of payment. 
Rising prices promote inequalities of income in many ways. The 
earned income like salaries and wages almost remains constant 
while rent and interest rise well before the price goes up. 

Life of unemployed and underemployed becomes hell during the 
period of rising prices. 


Measures to Check the Price-Rise 


The Govemment of India has been taking various measures to 
eliminate the causes of price rise. Let us consider those measures 


alongwith our suggestions. 
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To Control Demand: 


G) To bring down the growth rate of population : In order to curtail 
the demand for consumer goods, it is essential to curb the rapid 
rise in population. This check is also necessary to reduce the 
expenditure of the government on housing, civic amenities, public 
health, education, etc. 


(ii) The Government should curb its non-developmental expenditure. 
This would help in reducing the demand for goods due to 
increased supply of money. 


(iii) The expenditure on development plans should be kept within the 
limits of savings. This would curtail deficit financing. 


(iv) The rate of increase in money supply should be in proportion to 
rise in national income and increase in the volume of transactions. 
There should be curbs on credit facilities with a view to check 
hoardings, 


To Increase Supply : 


(i) Production in agriculture and industry should be Stepped up: In 
the agricultural Sector, further technological reforms and 


supply of power and raw materials are to be removed. 


Public distribution should be streamlined : Essential commodities 
should be covered by the public distribution system and made 
available throughout the country at reasonable rates. 
Enforcement machinery should ensure control on all speculative 
dealings and profiteering motives of the traders, 


(ii 


© 


(üi) Maintenance of stocks of essential commodities : Maintenance of 
buffer stocks would help to check the activities of the stockists 
and speculators. Buffer stocks help both in checking the rising 
prices and in meeting the demand of the people. 


Other measures to check rise in prices: 


G) Monetary Policy : Monetary policy of the Bovernment should be 
Such as to restrict any further sharp rise in the supply of money. 
Strict control on bank credit should be imposed. Deficit financing 
Should be used only as a last resort. 


(ii) Fiscal Policy : The budgetary operations of the state should aim 
at self-sufficiency. The Government should cut its coat according 
to available cloth. It should not indulge in any extravagance. 
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(iii) Commercial policy : Exports and imports are the two arms of 


(iv) 


commercial policy. Balance between the exports and the imports 
should be struck in such a manner that it does not adversely affect 
the balance of payments. Trade deficits should be avoided. 
Essential commodities like pulses, edible oils, etc., may be 
imported. 


Display of prices and stocks should be made compulsory with a 
view to curb hoarding and black marketing. 


Points To Remember 


At high prices, money commands lesser commodities and at lower prices 
more commodities. The study of the value of money tells us how the 
different sections of the people are affected. 

Present rise in prices in India is called inflation because it is continuous 
and quite rapid. 

Price trends can be studied with the help of index numbers and price 
deflators. 

Index numbers are devices for measuring percentage change in the 
prices of commodities. The price deflators are obtained by dividing 
gross domeshc. product (GDP) at current prices by gross domestic 
product (GDP) at constant prices. 


. Index number of wholesale prices is the most convenient system. With 


1970-71 as base the index of wholesale prices in 1988 was 420.0. 

At the end of First Plan, the general price index declined but after that the 
price index has shown an upward trend. 

Causes of price rise in India are:- 

Increase in population, increase in money incomes, increase in 
Governments non-development expenditure, deficit financing, black 
money, slow rate of growth in agricultural and industrial production, 
scarcity of consumer goods, speculation, rise in admistrative prices, high 
priced imports, increase in indirect texes, faulty distribution and 
marketing system. 

Wage earners, consumers, fixed income group, creditors, savings and 
landless labourers all suffer. Exports decline, promote inequalities of 
income, life of unemployed and underemployed becomes hell. 


. Measures to be taken—Check growth rate of population, Government to 


curb non-developmental expenditure, Money supply be in relation to 
volume of trade, Increase production, Public distribution system should 
be streamlined, Buffer stocks of essential articles may be raised to 


stabilise prices. 
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Questions 


+ Critically examine the consequences of Price rise on various classes of 


people in India How far has the Government succeeded to check the 
Price rise? 


- Write a note on the causes of recent rise in prices in India. 


Write a note on the effects of Price rise on different sections of Indian 
society. 
What are the usual indicators of changes in price level? 


. Give the main features of the courses of prices since independence. 


(Hint: General price level has risen by 5.5 times). 

List the main factors responsible for the generally rising trends in prices 
in India. 

Why was there decline in Prices during the First Five Year Plan? 

How is the balance of trade affected by the price-rise? 

Mention the relation between inadequate agricultural production and 
Prices, 
What have been the effects of deficit financing by the Government on the 
general price level? 


What are the reasons for favouring general Price stability? 
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Problems of Poverty, Inequality 
and Social Security 


PROBLEMS OF POVERTY 


(a) The-Concept of Poverty : Poverty can be defined as a social 
phenomenon in which a section of the society is unable to fulfil even its 
basic necessities of life. In India, the Planning Commission has defined 
poverty on the basis of nutritional requirements (cereals, pulses, milk, 
vegetables, butter, etc.) of 2,400 calories per person per day for rural 
areas and 2,100 calories per person per day for urban areas. On this 
basis, the poverty line turns out to be at the monthly income level of Rs. 
107 in the rural areas and Rs. 122 in the urban areas (at 1984-85 prices, if 
prices move up the poverty line will also move up). On an annual 
income basis, a rural household (consisting of husband, wife and three 
children) is said to be living below the poverty line if its income is less 
than Rs. 6,400/- and an urban household is said to be living below the 
poverty line if its annual income is less than Rs. 7,300/-. Taking this 
basis, the Seventh Five Year Plan has given the following figures about 
the extent of poverty in India. 


Table 1 
Extent of Poverty in India 


138 


200 
253 
222 
169 


* Expected 
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From the table No. 1 it is clear that in 1984-85, 40 percent people in 
rural.area and 28 percent people in urban area were living below the 
poverty line. The planners think that by 1989-90, there will be a fall of 
12 percent in rural areas and 9 percent in the urban areas in the 
population of those living below poverty line. 


In the rural areas, small landholders, agricultural labourers, village 
artisans who have been thrown out of their traditional occupations belong 
to the weaker sections who are below the poverty line, The urban area 
weaker sections consists of those who are unemployed or 
underemployed, petty hawkers, rickshaw or tehla puilers and unskilled 
labourers; generally they squat on pavements or stay in slums or jhuggi- 
jhopri colonies. 

Major chunk of the poor reside in rural areas. The major economic 
problem of the weaker sections in rural India is not open unemployment, 
but it is low productivity employment. Most of the poor in the urban 
areas are either selfemployed or are working in the non-organised sector 
Or private service sector. The main problem of the weaker sections in 


urban areas is low paid jobs in case of wage earners or a low resource 
base in the case of self-employed. 


(b) Causes of Poverty : The main factors that have caused poverty in 
India are as follows: 


(i) Rapid rise in population : Fast growth of numbers among the 
poor families is responsible for mass poverty in India. Every year 
15 million people are added to the population. The addition to the 
numbers have eroded the consumption levels of the already poor 
people. Poverty affects the health and efficiency of the poor. 
Large families prevent savings because most of the income is 
spent on food. Very little is left for savings and investment. The 
government has to spend large sums to. provide essential services 
to this population.Government could hardly save for investment. 
The deficiency of capital in the country is also the one of the” 
causes of poverty in India. 

(ii) Low earnings : In most of the activities where the poor find work 
(either in the urban area or rural area), the earnings are small. 
They are exploited specially in unorganised sectors like 
agriculture and small industries, In these sectors; labour is not 
organised in the form of trade unions, Employers exploit. the 
labourers; Landless cultivators are forced to pay exhorbitant rent 
on land. Labour in agriculture and small industries do not get 
reasonable wages. 
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(iii) Unemployment : In our country, the labour force increased 
rapidly but the number of jobs did not rise that fast. Capital 
formation was inadequate, so enough productive jobs could not 
be created. The methods of production were more capital- 
oriented and less labour-oriented. Labour intensive activities like 
agriculture, small-scale and cottage industries did not expand 
adequately. The number of unemployed persons has been 
increasing with every five-year plan. In 1951, the number of 
unemployed was 33 lakhs and this figure was 390 lakhs at the 
beginning of the Seventh Plan. This increasing unemployment 
has accentuated poverty. 


(iv) Unequal distribution of wealth : Unequal distribution of means 
of production and money income is responsible for poverty to a 
large extent. Wealth is concentrated in fewer hands. Agricultural 
land, buildings, machines, and other assets are mostly in the 
hands of a few rich. Only a negligible part of the assets remained 
with the poor. Thus, as a result the poor could not earn higher 
income. The various estimates of distribution of national income 
reveal that during the Planning period the inequalities have 
increased. The rich are becoming richer and the poor are 
becoming poorer. Twenty big industrial houses have cornered 
capital assets worth more than 20,000 crores while more than - 

1 Brd of population has to live below the poverty line. This gap has 
resulted in poverty of the masses. 


(v) Underutilised Natural Resources : India has plenty of natural 
resources but due to lack of capital, entrepreneurial skill and 
technical knowledge, these resources have not been exploited 
fully. As a result and also because of increasing population, the 
per capita national income has not increased considerably. 


(vi) Under-developed Nature of the economy : Due to inadequate 
growth rate in the Five-Year Plans, our economy remained under- 
developed. Due to under-development, a large portion of the 
population has to.go without even the most essential needs of 
daily life. National income remained low and so did per capita 
income. Under-development causes poverty in our country. The 
low growth rate of per capita income also reflects the poverty in 


India. 
(vii) Inflation : é 
price rises, the purchasi 


the poor very much. Sin 
ael could purchase less and less, so 


Inflation is also the cause of poverty in India. When 
ng power of money falls and this affects 
ce 1951, the prices have been increasing. 
their standard of living 
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falls. Poverty is reflected in the low consumption expenditure of 
the majority of the people in India. 


(viii) Inadequacy of public services for the poor : The supply of public 
Services like drinking water, health services, education etc. have 
remained inadequate for the Poor. Besides this, the private 
consumption of the masses could not increase due to their low 
income. 


(ix 


— 


Social factors : Poverty is accentuated by our secio-cultural 
institutions. People starve but Observe réligious ceremonies at 
any cost. Their attitude to life is fatalistic. Casteism and joint 
family systems have prevented the people to accept new ideas and 
modem techniques, Social change is a pre-requisite for economic 
change. 
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houses. The poor have become poorer. 


Unless we 


: S the long 
won freedom will be of no meaning to the masses, To tackle the problem 


of poverty we have to accelerate the economic growth of our country and 
also to reduce the economic inequalities. Some of the measures to 
remove poverty can be:- 


G) Increase in Growth rate : The main cause of poverty in India is 
the slow growth rate of the economy. If we develop agriculture, 
trade, industry and commerce, then there will be an increase in 
the growth rate of the country. The higher growth rate will help 
national income and per capita income to increase. The increased 
Per capita income will increase the standard ofliving. This will 


ultimately bring down the number of people living below the 
poverty line. 


(i) 


(iii) 


(iv) 


= 


(v 


(vi) 
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Labour-intensive production : To solve the problem of open 
unemployment, we should adopt labour intensive production 
programmes. Larger proportion of funds be used for installing 
tubewells for agriculture, and small engines for small scale 
industries and providing simple tools for cottage industries. All 
these activities will absorb more labour. For increasing 
employment opportunities, dairy farming, fishery, poultry etc. in 
the rural area should be encouraged. In urban areas, small scale 
industries should be given importance. Educated persons should 
be given facilities for self-employment. By providing more 
employment opportunities, we could reduce poverty in India. 


Facilities for production to the weaker sections of the society : 
The weaker sections of the society should be provided with funds 
for undertaking productive activities. These people left to 
themselves cannot arrange finance for setting up small production 
units or work as self-employed persons like tailoring, shoe- 
making, dyeing, etc. Concessional credit should be made 
available to them. Raw materials and electricity etc. should also 
be arranged for them. Training facilities should also be provided 


to the poor. 


Increase in assets of the poor : If the assets of the poor are 
increased, the non-wage income of the poor will increase. The 
most important asset in rural areas is agricultural land. 
Redistribution of this asset in favour of the poor can be 
undertaken by putting a ceiling on the maximum land that one can 
hold. Over and above the ceiling, the surplus land can be 
acquired by the government on payment of compensation to the 
owners. This surplus land should be distributed among the 
landless farmers. Other forms of assets can be sewing machines, 
dyeing appartatus, shoe making tools, etc. Government can grant 
loans or grants for their purchase. This increase of assets of the 
poor will help them to fetch non-wage income. 


Capital formation : High rate of capital formation can help 
rapid economic growth. Because of low per capita income, the 
rate of savings is low. Monetary and banking institutions should 
mobilise the savings through incentive schemes. As India is a 
country of villages, so the Government also mobilise savings in 
rural area. Vast human resources should be properly utilised. 

The weaker sections of the society 
tation. The poor workers should be 
The landless labour in agriculture 


Fair payments to workers D 
should be saved from exploi 
paid what is due to them. 
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should be protected by law against exploitation. Minimum wages 
ensured by legislation to workers in the unorganised sector should 
be strictly enforced. 


(vii) Provision for minimum needs of the poor : There is urgent need 
for providing minimum goods and services to the weaker sections 
of the society. Free education, free medical aid, drinking water, 
cheap plots, subsidised foodgrains and milk etc. should be 
provided to the poor. 


(ix) Public distribution of essential consumption goods : Many 
Consumption goods like foodgrains, Kerosene, salt, match boxes, 
cloth, Sugar, tea, ‘Soap etc. be distributed among the poor at low 


(x) Special Programmes : Though the Government has launched 
Many special programmes for eradication of poverty like Small 
Farmers Development Agency, Marginal Farmers and 


: » Etc. yet their benefits have not 
reached in full.to the poor, Let efforts be made to see that the 


entire amount earmarked for the benefit of the poor reach them in 
full. 


(xi) Suitable Social atmosphere : India is in the grip of vicious circle 
of poverty. Due to poverty poor are becoming Poorer and the rich 
are becoming richer. This vicious circle is to be broken by 


(d) Programme for Weaker Sections : Following programmes have 


been initiated by the Government to remove poverty and unemployment. 
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1. Integrated Rural Development Programme (IRDP) : In the Sixth 
Five Year Plan, IRDP was launched on 2nd October, 1980. This 
programme aims to alleviate rural poverty of selected families of 
landless labourers, small and marginal farmers, rural artisans, 
Scheduled Casts (SC) and Scheduled Tribes (ST) and socially or 
economically backward classes. Households below the poverty 
line are assisted through an appropriate package of technological 
services and asset transfer programmes. The programme covered 
minor irrigation, land development, animal husbandry and 
dairying, fisheries, forestry and horticulture with the aim of 
expansion of employment. 


2. National Rural Employment Programme (NREP) : This 
programme was launched in the Sixth Five Year Plan. Under this 
scheme, the Central Goverament provides free of cost additional 
quantities of wheat and milk to the State Governments. The State 
Governments employ unemployed labour on various works 
relating to the maintenance of different capital projects, specially 
in the rural areas. It is common knowledge that an average 
worker spends a sizeable portion of his wages on foodgrains. It 
is, therefore, a good idea to pay his wages wholly in the form of 
foodgrains. 


We know that a large number of people in the rural areas are in 
need of wage employment specially during the lean agricultural 
period. Under this programme, employment is to be generated 
through the payment of wages in the form of foodgrains. The 
Central Government makes use of its surplus stock of food-grains 
by providing work to the rural people. The State Governments 
could help to take up and maintain their capital projects like 
bridges, roads, irrigation system that too with the help of rural 
people in the lean agricultural period. 


3. Rural Landless Employment Guarantee Programme (RLEGP) 
This scheme was announced on 15th August 1983. Under this 
scheme, preference for employment is given to the landless 
labour. As far as possible, efforts will be made to employ at least 
one member from each landless labour household. This scheme 
ensures a minimum employment for 100 days in a year to one 
member of a landless labour household. , Under this programme 
construction of rural link roads, digging of field channels, 
development and reclamation of waste lands and social forests 
were the main items of guaranteeing job to landless labour. 
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4. Self-Employment Programme for Urban Poor (SEPUP) : The 
Self-employment programme for urban poor (SEPUP) was 
announced on 29th August 1986. This Scheme is being 
implemented with the help of commercial banks of the country. 
Under this scheme, the banks were to provide three years loans at 
the rate of 10 percent to urban poor for various activities. A 
maximum loan of Rs. 5,000 would be given for self-employed 
like rickshaw pullers, cobblers, carpenters, washermen, 
plumbers, welders, fabricators, newspaper sellers, shoe shine 


boys, fruit and vegetable vendors, cycle and scooter mechanics, 
etc, 


5. 20-Point Economic Programme (TPEP) : The 20-point socio- 
economic programme was originally conceived in 1975 and 
revised in 1982. It was further revised in 1986 to make it more 


() Attack on rural poverty to ensure poverty alleviation 
Programmes to reach all the poor in every village. 


(ii) To help the rain-fed agriculture by improving the 
technology for Conserving moisture and ensure better 
management of land and water resources, 


(ii) Better use of water by Coordinating the use of surface and 
ground water; preventing water logging, sallinity and 
wasteful use; improve irrigation management, etc. 


(iv) Bigger harvests : By increasing Production of rice in 
eastern region; achieving Self-reliance in edible oils; 
Secure greater production of pulses, fruits and vegetables ; 
augmenting facilities for Storage and Processing, etc, 


(v) Enforcement of land reforms. 


(vi) Improving the conditions of rural labour by enforcing 
minimum wages for unorganised sector; implement laws 
regarding abolition of bonded labour etc. 


(vii) To provide safe drinking water for all villages. 
(viii) To improve the quality of primary health care. 


(ix) To bring about voluntary acceptance of the two-child 
norm. 


(x) Expansion of education with special emphasis on girls 
education. 
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(xi) Justice to scheduled cast (SC). and. Scheduled tribes (ST) 
by ensuring compliance of the constitutional provisions 
and laws. 

(xii) Equality for women by raising their status, providing a 
national programme of their training and employment and 
arousing public opinion against dowry etc. 

(xiii) Enlarge opportunities for youth in sports, adventure and 
cultural activities. 


(xiv) Make available house sites to the rural poor. 
(xv) Provide basic facilities for the slums. 


(xvi) New strategy for forestry : Grow more trees and raise 
more forests. Reclaim waste land for productive use. 


(xviii) Build consumer protection movement and strengthen the 
public distribution system. 


(xix) Energy for the villages by expanding the supply of 
electricity to villages and by developing bio-gas. 


(xx) A responsive administration to attend promptly and 
sympathetically to public grievances. 


INEQUALITY 


Problem of Inequality : A study of poverty would be incomplete 
without studying how the income is distributed among the different 
sections of the society. In India, we find a small minority of population 
is rolling in luxuries, the vast masses of people are unable to make their 
both ends meet. The existence of plenty for the few amidst mass poverty 
is the most undesirable social phenomenon. Tensions that exist among 
the rich and the poor classes can prove dangerous to the stability of the 
society. 

Various estimates of income distribution have been prepared by the 
Reserve Bank of India, Iyenger and Mukerji and the NCAER. From the 
Reserve Bank of India figures, we find that in iege the bottom 20 

ulation has only 9 percent of the aggregate income 
persent ba M eon has 17 percent of the income. The top half has 69 
percent income while the bottom half has only 31 percent. In urban 
areas, the position is almost the same except that the few rich are richer 
and the many poor are poorer, as comparcd to the rural people. 
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A recent estimate relating to the year 1975-76 made by the World 
: Bank, published in its report for 1987 shows that lowest 20 percent 
population had only 7.0 percent of the total income, whereas the highest 
20 percent had about 49.4 percent of the total income. 


In the post-independent India, a new class has emerged. This class 
has accumulated huge hoards of wealth by indulging in such malpractices 
as tax-evasion, black marketing, under selling etc. This class is 
illustrative of how inequalities have grown in urban India after 
independence. 


Inequalities of income and wealth in agricultural sector can be seen by 
looking at the operational holdings of the cultivators. According to 
agricultural census for 1980-81, about 11 percent holdings held 52 
percent of land and the remaining 89 percent held 48 percent of land. 


Table 2 
Size distribution of operational holdings 


Less than one 
hectare 
1-2 hectares 


Number of holdings 
(Millions 1980-81) 


Area operated 
(Million hectares) 


2-4 hectares 


4-10 hectares 


10 and above 


Source : India Economic Information Year Book, 1988-89 
Note: Figures in bracket show percentage to the total. 


In regard to the non-agricultural sector, the available evidence 
indicates that the income inequalities are more pronounced than in the 
Tural sector. These manifest themselves in growing concentration of 
economic power with a few big business houses. The total assets with 
the top 20 industrial houses exceed Rs. 20,000 crores. 
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Causes of Inequality of Income : 

The prominent causes for unequal distribution of income and wealth 
in India are the following: 

(i) Poverty : One of the basic cause of unequal distribution of 


(i) 


(iii) 


income and wealth is poverty which is reflected in low 
consumption levels and low standard of living. 


Tax evasion : The heavy concentration of income in the hands of 
a very few people is due to the widespread tax evasion. Tax 
evasion on a large-scale leads to the proliferation of black money 
resulting in conspicuous consumption and anti-activities like 
hoarding. 

Low productivity : A worker with low productivity cannot earn 
more and thus remains poor and the gap between the rich and the 
poor continues to widen because the rich have been able to 
increase their incomes continuously. 


(iv) Inflation : Prices have been increasing continuously but the 


incomes of the fixed income groups have failed to increase 
proportionately. As 8 vesult, the white collar middle class, the blue 
collar working class, the landless workers and other fixed income 
groups are adversely affected and pushed below the poverty line. 
On the other hand the businessmen, landlords and black 
marketeers have amassed huge wealth. 


(v) Right to own private property : The right to own private property 


helps in the conservation of wealth and induces accumulation of 
wealth. Large business fortunes have been amassed by the 
owners of private property through their monopoly power. 


(vi) Laws of inheritance : The nature did not make people rich or 


(vii) Difference in the opportuni 


poor but the law of inheritance makes them so. If a person 
happens to be born in a rich family, he will inherit huge wealth of 
his predecessor. He need not make any effort to earn and 
accumulate wealth. 
ities and environment : The rich 
people have good contacts in the society. They can provide better 
ities of education to their children pier help es 
lucrative j The poor people cannot to give I igher 
ES an retina for specialised jobs to their children. 
Howsoever intelligent the child of a poor man may be, lack of 
education and training deprives him of attractive and well paid 
jobs. 
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(viii) Economic exploitation : Some persons and firms have the 
capacity to manipulate the market forces in their favour. The 
multinational companies in India have restricted the entry of new 
firms and they are securing all the advantages of the monopoly 
power. 


(ix) Unemployment and underemployment : The lack of employment 
for many and under-employment for large numbers have kept the 
income and wealth of bulk of population low. 


(x 


— 


Capital intensive production : After the Second Five Year 
Plan, many capital-intensive industries have been set up. These 
industries use more capital than labour. Thus, the owners of the 
capital began to draw more income. 


(xi) Defective institutional set up : Quite many policies, laws, rules 
and regulations have favoured the private sector. A sizeable part 
of the finances of Life Insurance Corporation (L.LC.) and 
Financial Institutions has gone tò big industrial houses.” This 
has led to concentration ofieconomic power in their hands. 

i Effects of inequalities 


Following are the evil effects of inequalities: 


(i) Breeding ground for revolution : Inequalities of income breed 
jealousy and social unrest. The breeding ground for revolution 
develops in the hungry stomaches. 


(ii) Misuse of power: The rich persons misuse their economic power 
for their political gains. Big business houses not only own major 
portion of the country’s wealth but also have their voice in the 
formulation of the national policies. They donate towards party 
funds and dictate to the Government in power to follow their line. 


(iii) High purchasing Power : Purchasing power of the rich is very 
high. The effective demand of a society is determined by their 
purchasing power. The production of essential consumer goods is 
relegated to second position. The factors of production are 
diverted to the production of luxury items. Thus, the poor class is 
deprived of the essential commodities and therefore, the social 
welfare is hindered. 


(iv) Low production : The poor on account of being underfed, half- 
naked and improperly housed suffer from inefficiency. Similarly 
the rich suffer from idleness, demoralisation and unhappiness. AS 
a net result the total production in the country declines. 
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(v) Luxurious living : The rich enjoy a luxurious living, while the 
poor do not get the essential needs of life. The dogs of the rich 
are fed with imported biscuits and fresh meat while the poor are 
not sure of their second meal. 


Measures to Reduce Inequalities of Income 
Following measures can be adopted to reduce economic inequalities : 


(i) Generation of employment opportunities : More employment 
opportunities should be created in the rural and urban areas. 


(ii) Taxation policy : Tax policy can be used to reduce the 
economic status of the rich to the level desired. Direct taxes on 
wealth, capital gains increases. Taxes on rich agriculturists and 
on the land values may also be considered, Through laws, no 
company be allowed to possess more assets than the maximum 
permitted. Only those big industrialists be allowed some 
concession who establish industries in backward regions to help 
the poor. Individuals should not be allowed to own more than a 
specified area of land for residential purposes. The Government 
should impose high taxes on uneamed rents, unearned business 
profits, income earned through speculation, etc. 


(iii) Restrictions on inheritance : The government should impose 
inheritance tax. If the inheritance tax is imposed, the successor 
will get meagre amount of deceased’s property. 


(iv) Increasing the incomes of the poor : The income of the poor, 
should be raised. Surplus land should be distributed among the 
poor landless. The poor should be made the owners of small units 
of production. Minimum wages should be enforced in 
establishments where wages are very low. 


(v) Prices should be controlled : Certain commodities should be 
supplied to the low income groups at the low prices through a 
network of fair price shops so that they are not hit hard by rising 
prices. 

and medium entrepreneurs: Small 

ially encouraged so that they grow in 

s in the monopolistic power of the 


(vi) Encouragement to small 
enterprises should be spec 
vitality and make breache: 
business houses. 

ii i i ‘ hould come in a big 

vii) Expansion of public sector : Government s | 

b mm in er goods industries for the protection of the 


consumers. 
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(viii) Income according to need : Karl Marx said that each one in the 
society should get according to his needs. Lenin dreamt of such a 
Society in USSR. 


All the above measures, if implemented together and in a coordinated 
manner, may reduce inequalities in income and wealth. Although Indian 
Govérnment has adopted a number of measures to reduce economic 
inequalities, yet they are increasing in every plan. 


(e) Regional Imbalances or Regional Inequalities : India is a federal 
State. It needs a balanced growth for the harmonious development. At 
present our country presents a picture of extreme regional variations. An 
indicator that is commonly used in assessing the relative economic 
Position of the States is per capita income. The following table illustrates 
that there are 7 States whose per capita incomes (1985-86) were higher 
than the All India average. The top 7 States were Goa, Daman and Diu, 
Delhi, Punjab, Haryana, Maharashtra, Gujarat and West Bengal. 

taka whose per capita income was higher than All India average. 
1970-71 has gone down because of a negative growth rate, 


Table 3 
Per-capita income in different States at 1970-71 prices 


Himachal Pradesh 
Jammu and Kashmir 
Karnataka 
Kerala 

Madhya Pradesh 


Source : India Economic Information Year Book 1988-89. 
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It would be seen from table No. 3 that vast inequalities exist as 
between States. We find that there is a long range in the highest per 
capita income of Rs, 1,754 found in Goa, daman and Due and lowest 
Rs. 486 in Bihar, Per capita income in the States like Andhra Pradesh, 
Assam, Karnataka, Kerala, Madhya Pradesh, Orissa , Rajasthan, Tamil 
Nadu and Uttar Pradesh is less than the national average. Whereas in 
other States, it is more than the national average. This is indicative of the 
presence of vast inequalities. Heavy dependence on agriculture is a mark 
of economic backwardness. On the other hand, the percentage of urban 
population to the total population is the highest in Maharashtra (31.2 
percent) followed by Tamil Nadu and Gujarat and lowest in Orissa (8.3 
percent) followed by Assam and Bihar. Growing urbanisation is a clear 
index of economic development. Again, the percentage of workers in 
manufacturing industries (other than household industries) to the total 
population is the highest in West Bengal, followed by Maharashtra, 
Kerala, Gujrat, Tamil Nadu and Punjab and lowest in Orissa followed by 
Rajasthan, Assam, Bihar and Uttar Pradesh. 


The bottom 5 States having the lowest per capita income (viz. Orissa, 
Madhya Pradesh, Bihar, Uttar Pradesh and Assam) have also the higher 
percentage of population living below the poverty line. The four states 
which have high per capita income have also high percentage of 
population living below the poverty line. These are Maharashtra, 
Karnataka, West Bengal and Tamil Nadu. This implies that greater 
inequality of incomes exist even within each state. It also implies the 
neglect of scheduled casts, scheduled tribes, Slum dwellers and Jhuggi 
Jhopari residents. 

Inequalities and Imbalances in the Five Year Plans 

Balanced development of all regions and all states in the country is 
necessary to draw the available human and material resources throughout 
the country into the development process and to enable people 


everywhere to share the benefits of development. Balanced regional 
development has always been one of the main objectives of economic 


planning in India. 
The Planning Commission in India has sought to tackle the problem in 
three ways: 
(a) The recognition of backwardness as a factor for more financial 
assistance from the Centre to the States. 


(b) Special development programmes for backward areas. 
(C) Measures to promote private investment in backward areas. 
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The Central Government has initiated some Projects in the backward 

eas, such as Small Farmers Development Agencies (SFDA) and 
projects for Marginal Farmers and Agricultural Labour (MFAL). These 
projects lay particular emphasis in the mobilisation of credit and 
provision of agricultural inputs and development of essential economic 
infrastructure for small farmers, marginal farmers and agricultural 
labourers. A high level National Committee for the Development of 
‘Backward Areas (NCDBA) has been constituted to recommend an 
appropriate strategy for effectively tackling the problem of backward 
areas. 


The progress during the various Plans clearly shows that very little 
Success has been achieved in reducing the inequalities of income. 
Though the per capita income and specially the income of the poor 
people has. increased, but the real income has declined because of the 
Sharp increase in prices. In the ultimate analysis, the condition of the 
weaker sections can be improved by larger employment Opportunities 
and by increasing the productivity of the weaker sections of the society. 


PROBLEM OF INSECURITY 


(a) Nature of insecurity : In India, joint family system provided due 
security to every family member from his/her birth to the end. But 
because of British rule over India and the emergence of the market 
system, the old order has suffered a set back. In the present economy, all 
Services are sold and purchased. The seller wants to extract a maximum 
possible for his good and services, the purchaser can only agree to the 
minimum possible. Bargain is struck between ‘the two and a sort of 
continuous struggle goes on. The labour, i.e; the Seller, is weaker in 
bargain and is often exploited by the buyer, i.e. the employer. This 
struggle and clash of interest has given rise to insecurity. 


The problem of insecurity among the labour is found both inthe 
agricultural and non-agricultural sectors of the economy. Insecurity can 
be of various nature. For example, (i) a person capable of working and 
is willing to work but finds no work. Unemployment is his insecurity. 
(ii) Person already employed may be unemployed for some period. (iii) 
Accidents may occur while working on machines, making worker 
‘disabled for work for sometime or permanently. (v) Old age comes to 
everyone and with it comes the retirement. (vi) Working women need to 
be away, from work for child birth (vii) On death of the earning 
member, dependents left behind find themselves helpless. Everyone has 
to face one or the other such contingency. Every individual cannot meet 

lese situations on one’s own, specially the poor. They do not get even 
minimum for their Physical existence, For them these occurences are 
terrible. These hang like democles Sword over them. 


——————— 
"T———————————— —— 
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The extent of insecurity is very wide-spread in India. About two 
thirds of the working population are self-employed. Almost all of them 
are exposed to the risks of life with no provision to meet them. Self- 
employed labour in rural and semi-urban areas, artisans and small shop 
keepers; marginal farmers are unorganised. They have no trade unions, 
So they are exploitable. Security measures are non-existent for them. 


(b) Causes of Economic Insecurity : A number of causes account for 
economic insecurity. The most important can be the followings: 


(i) Poverty : Insecurity generally results from poverty. A poor man 
cannot save anything for future to help to tide over the rainy days. 
Even where schemes for security exist, poor cannot contribute 
much to cover all the risks. 


Unemployment : It reduces mobility of labour, Labour does not 
shift form one job to the other for fear of getting unemployed. 
This fear of unemployment breeds insecurity. 


(iii) Fall in real wages: During the last three decades, prices in India 
have moved vertically upward and the real income of the labour 
has fallen. This reduction in real wages is breeding insecurity in 
the labour and salaried class. 


(iv) Decay of joint family system : Joint family system in India 
Provided security to its members. The new system that has 
emerged out of market system does not provide security. — ' 


(v) Low level of country's development : Due to the rapid growth of 
population, the country is not able to meet the normal living 
expenses. Under such circumstances, it is difficult to afford to 
provide security like pension, free medical services and 
unemployment allowance, etc. 

(vi) Large size of unorganised sector : India has a very large force of 
unorganised labour. Employers are not providing any measures 
to provide security to their workers. Workers being weak cannot 
demand security measures. 


(vii) Lack of schemes and organisations : In India very little has been 
done for the unorganised sector. The schemes that exist are not 
so devised to cover the poorest of the country. 

Government steps to provide social security 


Our government has decided to establish a Welfare State in India, so it 
has taken upon itself to provide economic security to the weaker sectiong 
of the society. Our constitution in Article 41 specifically provides that 


Gi 


© 
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"The State shall, within the limits of its economic capacity and 
development make cjjcciive provisions for securing ihe right to work, to 


education and to public assistance, in case, of unemrloyment, old age, 
sickness and disablement and in other cases of deserved want.” 


As Welfare State, India has been striving hard to provide reasonabic 
social security to the people through the following Acis and specific 
Programmes:- 

(i) The workmen’s Compensation Act 1923 

(ii) The Employees’ state Insurance Act 1948. 

(iii) The Maternity Bone Sit Act 1961. 


(iv) The Employees’ Provident Funds and Miscellanecus Pro- 
visions Act 1252. 


(v) The Payment of Gratuity Act, 1972. 
(vi) Equal Remuneration Act, 1976. 
(vii) The child Labour (Prohibition and Regulation) Act 1986. 
(viii) The Minimum wages Act, 1948, 
(ix) The Bonded Labour system (Abolition) Act, 1976 
(x) The contract Labour (Regulation and Abolition) Act, 1970. 


(xi) The Inter-state Mierant workmen (Regulation of Employment and 
conditons of service) Act, 1979, 


(xii) The Juvenile Justice Act, 1986. 

(xiii) Old age pensions by the State Governments. 

(xiv) The Prime Minister's 15-Point Programme for the welfare of 
Minorities, 1983. 

(xv) Scheduled Castes and Scheduled Tribes Development. 

(xvi) Tenancy reforms. 


(xvii) Special programmes including Integrated Rural Development. 


Programme (IRDP), National Rural Employment Programme 
(NREP), Rural Landless Employment Guarantee Programme 
(RLEGP), Indira Aawas Yojna. 


(xviii) Nehru Rojgar Yojna. 
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(i) Ihe Workman's Compensation Act 1923 : Tais Act provides for 
payment of Compensation to workmen or their dependents, as the case 
may be, in case of industrial accidents (including certain occupational 
diseases) arising out of and in the course of employment and 
resulting in d'szblement or death. This Act includes all persons 
employed in factories, mines, plantaions, mechanically propelled 
vehicies, construction works and certain other hazardous occupations. 
There is no wage limit for coverage uner the Act. The Act provides for 
minimum payment of Compensation for death Rs. 20,000/= and for 
permanent disablement Rs. 24,000/=. The maximum amount of 
compensation for permanent disablement can go upto Rs 1,40,000/= 
while that for death can go upto Rs 90,000/= depending on the wages and 
age of the workman at the time of his death. 


(ii) The Employee's State Insurance Act, 1949 : 1n 1948, this Act was 
passed to provide free medical treatment to insured persons and their 
dependents and cash benefits in contingencies such as sickness, maternity 
and employment injury, that result in loss of wages. This Act also 
ensures economic relief to the dependents of an injured worker in case of 
death due to employment injury in the form of dependents pension. This 
Act applies to all industrial establishments employing 20 or more 
labourers. Most of the state Governments have extended the application 
of this Act to shops, hotels, restaurants, cinemas, road motor transport 
companies and newspaper establishments. The coverage under the Act is 
at present restricted to. employees drawing wages not exceeding Rs. 
1600/= per month. On 31-12-1988 the total number of employees and the 
beneficiaries covered was 61.68 lakhs and 272.59 lakhs respectively. 


(iii) The Maternity Benefit Act 1961 : The Act was enacted in 1961 to 
provide payment of maternity benefits at the rate of average daily wages 
for the period of actual absence upto six weeks immediately preceding 
and including the date of delivery and for six weeks immediately 
following that day. This Act also provide for grant of six weeks 
maternity benefit in case of miscarriage. 


(iv) ‘The Employees’ Provident Funds and Miscellaneous Provisions 
Act, 1952 : This Act provides for compulsory provident fund, family 
pension and deposit linked insurance. All the three schemes viz. the 
provident fund scheme, family pension scheme and the employees 
deposit linked insurance scheme are administered by the Central Board 
of Trustees having representatives of the employees, employers and the 
government. Both the employers and the employees contribute 8.33 
percent of basic wages, dearness allowances (if any) towards provident 
fund contribution. The rate of interest allowable is 12 percent per 
annum. Withdrawals in the form of non-refundables are allowed to 
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workers for financing of life insurance policies, house building, illness of 
family. members, marriage, higher education or temporary closure etc. 


Financial assistanc&out of Death Relief Fund upto Rs.1250/- is given 
to the survivors of deceased members. 


The employees' Family Pension Scheme 1971 is financed by diverting 
7/6 percent of the employees and employer contribution towards 
provident fund. The Central Government also contributes to the Family 
Pension Scheme at the rate of 7/6 percent of the employee's contribution 
to Provident Fund. 


The Employees’ Deposit Linked Insurance Scheme 1976 covers all 
the employees who are members of the provident fund in both the 
exempted and un-exempted establishments. The workers are not 
required to pay any contributions. The employers are required to pay 
contributions to the Insurance Fund at the rate of 0.5 percent of the total 


(v) The Payment of Gratuity Act 1972 : The Act was enacted in 1972. 
It applies to every ractory, mine, oil field, plantations, port, railway 
company and shop or establishment in which 10 or more persons are 
employed. The Act provides for the payment of gratuity at the rate of 15 
days wages for every completed year of service or part there of in excess 
of 6 months, This Act further provides that the gratuity is payable after 
completion of continuous service of not less than 5 years. The condition 
of service of 5 years does not apply in the case of death etc. The 
maximum gratuity which can be paid is Rs. 1,00,000.00. 


(vi) Equal Remuneration Act, 1976 : This Act provides for payment 
of equal renumeration to men and women for the Same work or work of 
Similar nature and for prevention of discrimination on the grounds of sex 
against women in matters of employment and issues related thereto, 


(vii) The Child Labour (Prohibition and Regulation ) Act 1986 : 
Child labour problem exists on account of socio-economic compulsions. 
By enacting "The Child Labour Act 1986' the Government prohibits the 
use of child labour below the age of 14 years in factories, mines and 
other hazardous employments in accordance with the provisions of the 
constitution, Keeping in view the fact that legislation alone would not be 
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sufficient to tackle the problem of child labour, Government announced 
the National Policy on Child Labour in August 1987 which inter-alia 
provided for taking up projects in areas of child labour concentration. A 
total of eight projects have so far been sanctioned under the project based 
plan of action. 


(viii) The Minimum wages Act, 1948 : In 1948, the Minimum Wages 
Act was passed by the Union Government to fix minimum wages for 
agricultural workers in all the states in India. Now this Act has been 
extended to 43 employment for which the Central Government is the 
appropriate Government. The 36th Labour Ministers’ Conference held 
on 20th May 1987 felt that the minimum wages fixed under the Act 
Should bear a relation to the concept of "Poverty Line". The minimum 
wages should not be lower than Rs.11/- per day. 


(ix) The Bonded Labour System (Abolition ) Act, 1976 : The Bonded 
Labour System has been abolished by law throughout the country with 
effect from 25th October, 1975 under the Bonded Labour System 
(Abolition) Act, 1976. The Act envisages release-of all the bonded 
labourers from bondage and simultaneous liquidation of their debts. 


The system of debt bondage in India has been an outcome of certain 
categories of indebtedness which have been prevailing for a long time 
involving certain economically exploited, helpless and weaker sections of 
the society. This system originated from the uneven social structure 
characterised by feudal and semi-feudal conditions. The bonded 
labourers constitute one of the weakest sections of the society. 


(x) The Contract Labour (Regulation and Abolition) Act, 1970 : In 
1970 this Act was passed to regulate the employment of contract labour. 
The Act provides for the regulation of conditions of work, payment of 
wages and other amenities relating to welfare and health of contract 
labour. Contract labour is employed generallly in coal mines, building 
activities, iron ore mines, limestone, dolomite and manganese mines, coal 
washeries, chromite mines, gypsum mines, mica mines, fire-clay mines 
and even by railways. 

(xi) Inter-state Migrant Labour Act 1979 : To safeguard the interests 
of the workmen who are recruited by contractors in one state for serving 
in an establishment situated in another state and to protect these workmen 
from the exploitation of contractors, the Inter-State Migrant workmen 
(Regulation of Employment and Conditions of Services) Act 1979 was 
enacted. 


(xii) The Juvenile Justice Act, 1986 : The Juvenile Justice Act enacted 
in 1986 by the parliament replaced the children’s Acts of the states and 
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Union Territories, This Act provides for the Care, protection, treatment, 
development and rehabilitation of neglected or delinquent juveniles and 
for the adjudication of certain matters relating to, and disposition of, 


view of this obligation,the State Governments are Providing old age 
Pensions at the rate Tanging from Rs, 30/= to Rs. 100/= per month. Some 
state Governments have Provided old age homes for destitute aged 


(xiv) The Prime Minister's 15-Point Programme for the Welfare of 
Minorities : The constitution Of India seeks to preserve the multi- 
religious, multi-lingual and multi-cultural character of the Irc;an society 


Smt. Indira Gandhi, the then Prime Minister prepared a 15 Point progra- 
mme for the welfare of the Minorities, A letter was addressed to 
same programme 


Teiterated by the Present Prime Minister in p: ted 2 
Augusto nister in his letter dated 8th 


(xv) Scheduled Castes and Scheduled Tribes Development : A 
substantial Portion of India’s Population consists of Scheduled Castes and 
Scheduled Tribes. They ere 10.48 crores as 


Castes and Scheduled Tribes, Indira Aawas Yojana is an important 
component of (Rural Landless Employment Guarantee Programme 
(RLEGP) for providing honsing for Scheduled Castes and Scheduled 
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Tribes families. A National Scheduied Castes and Scheduled Tribes 
Financial Development Corporation has been set up to provide adeguate 
resources for development z^ Scheduled Castes and Scheduled Tribes 
families. The post-iviztric ccholerships scheme is the most important 
Scheme to provide financial «sistance to Scheduled Castes and 
Scheduled Tribes siudents to perese pest-matric studies. 


(xvi) Tenancy Reforms : à vast majority of tenants in Indian 
agriculture were feeling insecured due to frequent eviction of the tenants 
by the landownezs. Various acts have been passed to provide tenancy 
Security. 


(xvii) Special Programme : In addition to the Village Housing 
Scheme initiated in 1957, the Government has initiated special 
programme such as Integrated Rural Development Programme (IRDP) to 
alleviate rural poverty. Its objective is to enable selected families in rural 
areas to cross the poverty linc by providing productive assets and inputs 
to the target group, ‘he National Rural Employment Programme 
(NREP) was launched in Ociober 1980 and became a regular part of the 
Sixth Five year Plan. This programme has three basic objectives viz. (a) 
Generation of additional gainful employment for the un employed and 
under employed both men and women in rural areas (b) creation of 
productive community assets in the rural economy (c) Improvement in 
the over-all quality of life in rural areas. The Rural Landless 
Employment Guarantee Programme (RLEGP) was launched on 15th 
August, 1983 with the objective of generating gainful employment, 
creating productive assets in rural areas and improving the overall quality 
of rural life. Indira Aawas Yojna is an important component of the 
programme of Rural Landless Employment Guatantee Programme 
(RLEGP) w.e.f. 1985-86 under which construction of dwelling houses 
for the freed bonded labourers in the rural areas is taken up. 


(xviii) Nehru Rojgar Yojna : Employment is the most urgent need of 
our country. A direct atiack on the problem of unemployment is 
essential. From the year 1989-90 the programmes of National Rural 
Employment Programme (NREP) and Rural Landless Employment 
Guarantee Programme (RLEGP) are being merged into a single 
programme to launch a new intensive rural employment programme 
which will provide additional funds to selected 120 districts which are 
backward and suffer from acute unemployment. 


This new programme is named after Pandit Jawaharlal Nehru, the 
architect of modern India. Under this programme fuller employment 
opportunities to at least one member of each family living below the 
poverty line will be provided. The funds for this scheme will be in 
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addition to the provision available to the district under the National Rural 
Employment Programme (NREP) and Rural Landless Employment 
Guarantee Programme (RLEGP). These funds will be merged and locally 
useful schemes will be taken up to maximise employment opportunities 
and the creation of productive assets. The enhancement of the provision 
for employment through this new scheme will ensure substantial 
improvement in living standards of the poor and an increase in the 
productive and socially useful assets in these areas. The provision for 
this new programme will be Rs 500 crores in 1989-90. Including this, 


the provision for employment programmes will be Rs 1711 crores in 
1989-90. 


On 28th April 1989 Shri. Rajiv Gandhi, Prime Minister of India 
formally launched this scheme, A provision of Rs. 2625 crores has been 
made in the 1989-90 budget. Salient features of this Scheme are:- 


1. Four hundred forty lakh rural families living below the poverty 
line will get benefit. 


2. Thirty percent of the employment generated under the Scheme is 
reserved for women. 


3. Central association for the Yojna will be 80 percent. 


B 


The Central Government will provide Rs. 2650 Crores to the State 
Governments for this Yojna in the 1989-90 year. 


5. One member of each rural family living below the poverty line 


will be provided employment near his residence at least for 50 to 
100 days in a year. 


6. Villages with a Population of three to four thousand will be 
alloted rupees eighty thousand to one lakh per year to provide 
employment at the village level. 


7. Schemes to Provide employment to the nomadic tribes will be 
integrated with the Yojna. 


8. Allotment of funds to the sta 
the basis of their backwardn 
and Scheduled Tribes. 


tes and districts to be determined on 
ess and the share of Scheduled Castes 


an 
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Points To Remember 


Poverty may be defined as the inability to secure the minimum 
consumption requirement for life, health and efficiency. Poverty is a 
social phenomenon in which a section of the society is unable to fulfil its 
basic necessities of life- The Planning Commission has defined poverty on 
the basis of nutrition of 2400 calories per person per day for rural areas 
and 2100 calories for urban areas. For accelerated economic growth, 
removal of poverty is essential. 

Poverty line for rural household of 5 for an annual income basis less than 
Rs. 6,400 and for urban household less than Rs. 7,300. 


- Seventh Plan estimates 169 million persons in rural area and 42 million in 


urban area to be below the poverty line. Major chunk of the poor reside in 
rural areas. 

Causes of poverty are: rapid rise in population, low earnings, 
unemployment, unequal distribution of wealth, under-utilised natural 
resources, under developed nature of the economy, inflation, inadequate 
public service for the poor, social factors, political factors. 


. Measures to remove poverty:- increase in growth rate, labour intensive 


production, facilities for production to the weaker sections of the society, 
increased flow of credit to enable poor to build up their assets, capital 
formation, fair payments to workers, provisions for minimum needs of the 
poor, population control, public distribution of essential consumption 
goods, special programmes for eradication of poverty, let people hate to 
remain poor, expansion of employment opportunities. 


. Programme for weaker sections: IRDP, NREP, RLEGP, SEPUP, TPEP. 
. Inequality: In India we find a small minority of population is rolling in 


luxuries while the vast masses of people are unable to make their both ends 
meet, 

Causes of inequality of income are: poverty, tax evasion, low 
productivity, inflation, right to own private property, laws of inheritance, 
difference in the opportunities and environment, economic exploitation, 
unemployment and under employment, capital intensive production, 
defective institutional set up. 


. Effects of inequalities: breed jealousy and social unrest, rich persons use 


their economic powers for their political gains, production of essential 
consumer goods is neglected, total production in the country declines, rich 
enjoy a luxurious living while poor do not get essential needs of life. 
Measures to reduce inequalities: provide more employment, taxation 
policy, restriction on inheritance, increasing the incomes of the poor, 
prices should be controlled, encouragement to small and medium 
entrepreneurs, expansion of public sector, equal income for all, income 
according to need. 

Regional imbalances: Our country presents a picture of extreme regional 
Variations. Vast inequalities exist as between states. Goa has Rs. 1,754 
highest per capita income,lowe*t of Rs. 486 in Bihar. 
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Problem of insecurity: the extent of insecurity is very wide-spread in 
India. About two-thirds of the working population are self-employed. 
Almost all of them are exposed to the risks of life with no provision to 
meet them. ; 

Causcs of insecurity are; poverty, unemployment, fall in real wages, deray 
of joint family system, low level of country's development, large size cf 
unorganised sector, lack of schemes and organisations. 

Government step to remove insecurity: fixation of minimum wages, 


Provident Fund Act, Maternity Benefit Act, Workment's Compensation 


Questions 


+ Write short note on measures for removal of Poverty in India. 


Briefly describe the steps taken by Government for more economic 
equality in India, 


Has removal of Poverty in India depends only on tie solution of its 
Population problem ? 


How do you prove that Indians are poor? What has the Government done 


Mention the measures that may be taken to reduce inequality with a view 


to facilitating alleviation and Temoval of poverty. 


Comprehensive system of Social security that 
would cover the bulk of the Population, 


9 
The Employment Problem 


Nature of the Problem of Unemployrsent in ludia : 


The problem of unemployment has. been one of the most persisting 
and unmanageable problems faced by independent India. Tn fact, it is the 
root of all other problems. Unemployment is a curse. It degrades human 
life. Unemployed man loses confidence ia hirisci^, end surrenders 
before the circumstances. “It not only affects his personal life, but also 
affects the national life." Unemployment compels the unemployed to 
resort to evil practices like dacoity, robbing, pickpocketing, etc. There is 
a saying “An idle man’s mind is devil’s workshop”. The peace and 
security of the country are disturbed. It is a sad commentary on Indian 
economic planning that the backlog of unemployment has continuously 
Increased with the end of each plan. At the end of the seventh plan it is 
estimated that there may be a backlog of 13.8 million people. According 
io Economic Survey 1988-89 the number of job seekers on the live 
Tegisters of Employment Exchanges was 300.02 lakh at the end of 
September, 1988. 


Kinds of Unemployment 


(à) Unemployment in Rural Sector : There are three kinds of 
unemployment seen in rural areas. One is called open unemploymzat, 
When a person is able to work and is willing to work, but does not find a 
job, he belongs to the category of open unemployment. At the end of 
Fourth Five Year Plan it was estimated that 7.0 millions were wicble to 
get jobs in the rural areas. 


The Second unemployment is called seasonal uncmployinent. 
Agriculture is by nature a seasonal occupation. It has been estimated that 
for at least five to seven months in a year a sizeable portion of the 
population engaged in agriculture remains idle. The decay of handicrafts 
in rural India deprived the agricultural workers to utilise their spare time 
in subsidiary and cottage industries. This leads to seasonal 
unemployment also. 
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The third kind of rural unemployment is perennial underemployment 
and disguised unemployment. About 72 Percent of the working 
population is engaged in the agriculture and allied activities. There has 


(b) Unemployment in Urban Sector : The Problem of urabn 
unemployment is mainly of two kinds : Unemployment among 


unskilled industrial labourers and (Gi) Unemployment among "white. 


collar" class Or "soft-handed. intellectuals”. With the spread of 
urbanisation people from the rural areas have been shifting to the urban 


people are being educated in the urban areas, 
Causes of Unemployment in India 


——— 


Gi) 


(ii) 


(iv) 
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Excessive Increase in population : India has been experiencing a 
population explosion since 1951. With the high rate of 
population growth, the labour force has also been increasing 
rapidly over the plan periods. To absorb this large growing 
labour force, it has not been possible to generate so many 
employment opportunities. Consequently unemployment has 
tended to increase. . 


Slow Growth of Economy : The increase in employment 
opportunities is intimately related to the growth of an economy. 
Despite four decades of planning, the Indian economy has grown 
at a slow rate. According to Economic Survey 1988-89 the 
growth in the employment in the organised sector (comprising all 
establishments in the public sector and those non-agricultural 
establishments in the private sector employing 10 or more 
persons) has been sluggish. The Economic Survey noted that in 
the year 1987-88 it increased by 1.4 percent over the year 1986- 
87. In 1986-87 the employment in the organised sector was 253.9 
lakhs while it was 257.5 lakhs in 1987-88. This increase was 1.7 
percent in the public sector and 0.8 percent in the private sector. 
However during 1986-87 and 1987-88 the component of women 
employment showed a higher growth rate. In addition to the 
above sluggishness still about 4.5 million people have to hang on 
for some livelihood on agriculture. The growth of agriculture 
Sector itself has been slow and tardy. It has not responded to the 
needs of a growing economy. The tertiary sector has failed to 
develop. As a result of the slow growth rate of Indian economy, 
employment opportunities have failed to develop pari passu. with 
the increase in the labour force. 


Underdeveloped Agriculture : In spite of impressive develop- 
ment of large scale manufacturing and infrastructure sectors, the 
share of agriculture in the work-force has not diminished at all. 
The mining and manufacturing could accommodate 9 to 10 
percent, the tertiary sector 16 to 18 percent and the rest 72 percent 
Still depends on agriculture. This is because too many are 
engaged in agriculture, and the farmers being poor cannot use 
improved methods of cultivation. Moreover, agriculture is a 
seasonal occupation. Further, there is the absence of alternative 
or supplementary employment opportunities such as poultry 
rearing, dairy farming, bee-keeping, fisheries, food processing 
and other cottage industries. Consequently, people in rural areas 
are chronically and partially unemployed. The Green Revolution 
in certain States has further reduced the need for farm labour, For 


(v) 


(vi) 


(vii) 


(viii) 


example, the use of tractors has impinged heavily on employment 
of human labour. 


Faulty Planning : The plans could nox halt the drift of the rural 
population into cities by developing growth centres around 
villages. The plans heve ísiled io put due emphasis on 
employment generating Programmes like reclamation of waste 
tend, development of dairies, fisheries and poultry farming. A 
tot has still to be done in the spheres of flood control, drainage, 
a#nti-water logging, rural elecirification and other construnction 
activities which in tum, could provide extensive employment 
opportunities to all the categories of workers including skilled and 
unskilled personnel, 


Besides all these snags in cur techniques of planning, since the 
beginning of the Second Five Year Plan the industrial 
development has been based mainly on the adoption of capital 
intensive techniques of Production. Thus, industrial sector has 
failed to generate sufficient employment opportunities, The 
industrialists in India have been resorting to rationalisation, 
modemisation, automation, mechanisation, and other labour- 


saving devices and thus adopting the process of replacing human 
labour by machines, 


Under-utilisation of capacity in industries : Many industries in 
India have been facing under-utilisation of Capacity. The main 
reasons for this tendency have been erratic power supply, 
transport bottlenecks, shortage of raw materials, industrial unrest 
etc. As a result, industries have not been in a position to work to 
their full capacity and hence they are not able to absorb enough 
labour. 


Government Policy towards private enterprise : The policy of the 
Government towards the private enterprise is not conducive to its 
growth, The private enterprise has to operate unocr strict 
government control and regulations, Private enterprice was 
discouraged from Sing new ventures and expanding the 
existing ones, A! itis has stood in the way of creating new 
employment opporiuaities, 


Lack of Effective National Employment Folicy : Except for 
mentioning a few schemes and projects in the various plans, no 
Specific policy was laid down to remove unemployment. The 
creation of employment Opportunities was regarded as a by- 
product of development. There has been the complete absence of 
any legal provision to implement employment generating 


(ix 


© 
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schemes. There has also been no serious effort at man-power 
planning. In the absence of a clear-cut employment policy, 
unemployment has tended to increase with each plan. 


Defective Educational System : Unemployment among the 
educated people is due to the defective educational system which 
we inherited from the Britishers. In fact, the Britishers needed 
only *baboos' or clerks for their service. The system of education 
has not developed according to our manpower requirements of the 
economy. The adoption of the open door policy at the secondary 
and University levels has created more unemployment among the 
educated. Such persons are fit only for clerical or white collar 
jobs which are not available to all. 


Remedial measures to Solve the Problem of Unemployment : 


The unemployment problem in India can be solved by adopting a 
number of remedial measures. Following can be some of them:- 


G) 


(ii) 


(iii) 


(iv) 


(vy) 


Changing the pattern of production: Emphasis should be laid on 
the production of those goods which use more labour and less 
capital investment. Such goods as are needed by the masses be 
manufactured so that they have a ready market. 


Adoption of labour intensive technique : Except such areas as 
pertain to heavy industries, defence, chemicals, power generation, 
atomic and oil installations etc., labour-intensive techniques 
should be adopted in the fields of production. It may be what 
famous economist Schumpter termed “intermediate technology” 
SO as to absorb more labour. 


Encouragement to small enterprises : The Government should 
encourage the establishment of small scale industries which are 
employment intensive by providing liberal finance, technical 
training, supply of raw material, infrastructural facilities and 
marketing of their products. 


Remove bottlenecks in the way of working of industries : The 
Government should endeavour to remove such bottlenecks as 
power supply, raw materials and transport so that industries 
working below capacity may produce to their full capacity. This 
will generate more employment. 


Policy of Decentraiisation : In order to diminish the 
concentration of unemployment in the metropolitan cities, action 
will have to be taken to promote decentralisation of industrial 
activity in and around small towns. The establishment of agro- 
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(vi) 


(vii) 


(viii) 


(ix) 


(x) 


based, cattle-based and forest based industries would not only 
lead to the development of such areas, but also provide more 
employment to the people there. 


Population control : Adequate measures should be taken to 
Propagate the need of family Planning among the masses. The 
control of the growth of Population will check the growth of the 
labour force, 


Restructuring the Educational System : To solve the problem of 
the educated unemployed, the educational system should be 
restructured. Liberal education upto middle standard and 
thereafter vocational education should be encouraged. 


Encourage self-employment : Financial assistance should be 
Provided to engineers and other technicians to encourage them to 
get them self-employed. 


Special measures for solving rural unemployment and 
underemployment: The number of unemployed and 


Start such Subsidiary industries as dairy farming, poultry breeding, 
bee-keeping, fish culture, etc. so that they may Supplement their 


Programme ofrural industrialisation : To relieve unemployment 
&nd underemployment in rural areas, à programme of rural 
industrialisation should be launched, Industries for rice 
processing, food processing, cotton spinning, preparation of milk 
and milk products, oil extraction, jute manufacture may be started 
in the rural areas, Programme of Packing, canning and 
Preservation of fruits and vegetables, Preparation of jams, pickles 
and other food products can be undertaken in villages, Several 
agricultural by-products industries could be started in rural India 
such as alochol from molasses, wine from broken rice, oil from 
rice, bran, eic, For rural industrialisation, the infrastructure in the 
form of rural electrification, irrigation and rural transportation 
Should be created. 
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Employment-oriented Programmes in India 


India should develop a comprehensive employment strategy with three 
basic ingredients, viz. (a) a policy to maintain the highest growth rate of ; 
the economy, (b)a policy of having a more labour intensive pattern of 
production, (c) a policy to regulate the technological change so that the 
growth rate of employment is maintained at a satisfactory level. 


The Government of India from the Sixth Plan has launched many 
programmes for providing jobs to families of landless labourers, small 
and marginal farmers, scheduled castes and scheduled tribes and socially 
and economically backward classes. These programmes are: 


(i) Integrated Rural Development programme (IRDP), 
(ii) National Rural Employment Programme (NREP), 
(iii) Rural Landless Employment Guarantee Programme (RLEGP), 
(iv) Self-Employment Programme for Urban Poor (SEPUP), 
(v) Twenty-Point Economic Programme (TPEP), and 
(vi) Nehru Rozgar Yojana. 


A brief account of these programmes has been given in the previous 
chapter under programmes for weaker sections. 


Points to Remember 


l. Since independence, India is facing the most persistent and 
unmanageable problem of unemployment. Unemployment is a curse. 

2. At the end of Sixth Plan, there was a backlog of 13.8 million unemployed 
persons. In the Seventh Plan jobs for 40.4 million will be provided 
leaving a backlog of 8.2 million persons. 

3. There are many kinds of unemployment in India. In rural areas we have 
open unemployment, disguised and seasonal unemployment, 
unemployment among unskilled industrial labourers and unemployment 
among white collar class, : 

4. Causes of unemployment are : poverty, excessive increase in population, 
slow growth of Indian economy, backward agriculture, our technique of 
planning has worked as constraints on employment expansion, industries 
not working to their full capacity, strict Government policy towards 
private sector, lack of national employment policy, defective educational 
system. 

5. Remedial measures to solve the problem are: Changing the pattern of 
production, adopting labour-intensive technique, encouragement to small 
enterprises, removing bottlenecks in the working of industries, policy of 
decentralisation, population control, restructuring the educatipnal system, 
encouraging self-employment, developing techniques of production that 
can be under-taken with low. capital intensity. 
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- Write short note on whi 


Special measures for solving rural unemployment and underemployment, 
programme in rural industrialisation. 


. India should develop a comprehensive employment strategy with: 


(a) High growth rate of the economy. 
(b) More labour intensive pattern of production. 


(c) Technological change suiting continuous growth rate of 
employment. 


Questions 


- What is the nature of unemployment problem in India? 


- Explain briefly the various Causes of unemployment in India. 
- What do you understand by 


rural unemployment problem? How would 
you solve this problem? 


What do you understand by disguised unemployment in India? 


to remove unemployment. 
What for the following abbreviations stand for:- 
IRDP, NREP, RLEGP, SESUP, and NRY. 


Has the 20 Point Economic Programme Something to do with solving 
unemployment problem of India? If so, how? 


UNIT IIl 
1. Agricultural Development—The Food Problem. 
2. Industrial Policy and Development. 
3. Growth of Transport and Communications. 


4. Development of Human Resources. 
Eel a o d ENIM 
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Agricultural Development— 
The Food Problem 


The Place of Agriculture in the Indian Economy 


Agricultural sector in India contributed 36.9 percent in 1986-87 to the 
Net Domestic Product, provided livelihood to 70.6 percent (1981 - 
Census) of the total working force and accounted for Rs. 3500 crores of 
total value of country's exports. It supplies the bulk of wage-goods 
Tequired by the non-agricultural sector and raw materials for a large 
Section of industry, transport, marketing, processing and other aspects of 
agricultural production and utilisation. It also has a strong bearing on 
tertiary sector of the economy. 


Agriculture forms the backbone of the Indian economy and despite 
Concerted efforts for industrialisation in the last 4 decades, agriculture 
Occupies a place of pride. The signifcance of agriculture in the national 
€conomy can be gauged from the following factors:- 


(i) Share of Agriculture in the National Income : According to the 
figures supplied by Central Statistical Organisation (C.S.O.), agriculture 
and allied occupations (viz. animal husbandry and forestry) contributed 
59 percent of the national income in 1950-51. During 1986-87, the 
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ibution i . due to 
contribution in terms of percentage came down to 36-9 percent t 
concerted effort for industrialisation in the last three decades. Still 
agriculture remains a major source of income in India. 


(ii) Agriculture as a source of livelihood : According to the 1981 
census, 70-6 percent of total labour force was dependent upon 
agriculture. Thus, agriculture is the main source of livelihood in India. 
Another significant aspect of agriculture in India is that with the growth 
of economy in other countries the proportion of people dependent on 
agriculture is declining while in India it has remained almost stationary. 


Gii) Source of Supply of Raw Materials : Agriculture has been the 
chief source of the supp!y of raw materials to our leading industries like 
cotton and jute textile, sugar, vanaspati and plantation. Many of oum 
small scale and cottage industries like handloom weaving, oil crushing, 


rice husking and food processing depend upon agriculture for their raw 
materials. 


(iv) Role in International Trade : Importance of Indian agriculture 
arises from the role it plays in India's foreign trade. Agricultural 
products like tea, spices, coffee, oilseeds, cashew nuts, and tobacco 
constitue the important items of exports in India. In 1986-87, 
agricultural goods valued at Rs. 3500 crores were exported. 


(v) Support for India' s Transport : Agriculture is the main support 
for India's transport system since railways and roadways secure bulk of 
their business from the movement of agricultural goods. 


(vi) Internal Trade : Intemal trade of the country is mostly in 


agricultural products. Good crops imply large purchasing power with the 
farmers which lead to great demand for manufacturer goods and 
therefore better prices. Prosperity of the farmers is also the prosperity of 
the industries. Bad crops lead to a depression in business. 


Agricultural Development is essential for Economic Growth : The 
significance of agriculture in India arises also from the fact that 
development of agriculture is an essential condition for the development 
of national economy. Indian planners leamt a bitter lesson during the 
Second and Third Five Year Plans. The failure of the agricultural sector 
spelt disaster to the entire planning process, 


The capital output ratio is not very high in agriculture. A small input 
of capital can bring in a large output of agricultural goods. To achieve a 
rapid increase in incomes at least in the initial period, a great proportion 
of investment should be made in agriculture. : 


daba? 


The rate of savings and investment can be high for the country only if 
the rate of savings and investment is high in agriculture. Foreign 
exchange requirements are not so necessary for agricultural development 
as is the case with industrial development. 


Agriculture contributes over 36 percent to national income. Unless 
there is development in agriculture and increase in income in the 
agricultural sector, per capita income in the country as a whole cannot 
increase. Thus, agriculture is the most important sector in the Indian 
economy and development of agriculture is essential for general 
economic development of the country. 


Low Productivity in Agriculture is the major ill of Indian 
Economy : Agricultural productivity in India per hectare is the lowest in 
the world. There has been some improvement in recent years, 
particularly, after green revolution, but its impact is limited to a few 
states only. 


The following table shows that agricultural productivity (yield per 
hectare) is miserably low in India as compared to other countries. 


Tablei 
Average yleld per Hectare of selected crops 1985-86 
(yleld in Kgs. per hectare) 


Crop!Ceuntry 
Rice 

World 

India 

Korea Rep. of 
Japan 

Burma 
Bangladesh 
Pakistan 


CroplCountry 
Cotton 
World 

India 

Mexico 
Egypt 
U.S.S.R. 
U.S.A. 
Pakistan 


Sugarcane 
World 
India 
Indonesia 
Colombia 
U.S.A. 
Brazil 
Pakistan 
Egypt 


Source:- (i) F A.O Production Year Book 1986 
(ii) India Economic Information Year Book 1988-89. 


230 


From the above table, it is clear that the productivity of rice (which is 
our major crop) per hectare is lowest even from Burma, Bangladesh and 
Pakistan. The productivity of wheat is also low in comparison to world 


Causes of Low Productivity 


Having seen the low productivity of agricultural products in India, let 
us analyse the factors that have kept the productivity low. We can group 
the various factors under the following headings:- 


(a) General Factors 

(b) Institutional Factors 

(c) Technological Factors ic 
(d) Economic Factors 

(e) Social Factors 

(f) Natural Factors. 


Causes of Low Yield Per Hectare 


Technological 


Primitive Failure — |Landless 
equipment, |of monsoon, | farmers, 

Inferior Hailstorms, Finance, 
seeds, Lack Locusts, | Market. 
of irrigation Insects, 
facilities, Soil 

Inadequate Erosion 


ing 


fertilisers, 
Lack of 
plant 
Protection 


Measures, 
Poor 
Techniques 
of Production, 


General Factors 


(a) Over-crowdingin Agriculture : The real problem of Indian 
agriculture is that there are too many people who depend on agriculture. 
The population of India is increasing but the land is fixed. The natural 
increase in population could not be absorbed in industries and even those 
who followed their parental handicrafts had to give them up due to cheap 
goods from mills. These displaced artisans too opted for agriculture. 
Thus, overcrowding has led to sub-division and fragmentation of 
holdings and decline of per capita land holding. The area of cultivated 
land per cultivator had declined. 


Table2 
Distribution of Operational Holdings 


Number of holdings (Million, 
1976-77 


Less than one Hectare 
1-2 Hectares 


2-4 Hectares 

4-10 Hectares 

10 Hectares and above 
Average size in hectares : 


Source : Indian Agriculture 1985. 


The average size of holdings has decreased from 2-3 hectares in 1970- 
71 to 1-8 hectares in 1980-81 and the declining trend is continuing. 


(b) Inadequate non-farm services : Till recently farmers had to 
depend upon village moneylenders who used various nefarious means to 
deprive the farmer of his land and make him iandless labourer and 
Sometime bonded labourer. Like-wise until recently, the farmers could 
Not secure storage facilities in Mandi towns and they were cheated by the 
commission agents in many ways. 


Institutional Factors 


(a) Size of Holdings : We have seen from the above table that the 
average size of holdings in India in 1980-81 was 1-8 hectares. About 
50.52 percent holdings in India are less than one hectare each. Not only 
agricultural holdings are smali, but they are fragmented too. In some 
Cases even the old plough cannot move in the plot of land. Small sized 
holdings lead to great waste of time and caitle power. Proper utilisation 
of irrigation facilities becomes difficult. Quarrels are very common on 
very small issues of fencing and watering etc. The existence of small 
holdings is one of the causes of low yield. 
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(b) Defective Land Tenure System : Land tenure system in India was 
very defective. Zamindars and landlords used to harass the real 
cultivators in many ways. There were no incentives for the tillers. Now 
the Zamindari system has been abolished and tenancy legislations have 
been enacted in all the states, but the position of the tenants is far from 
satisfactory. The cultivator still does not often own the land, he has to 
pay high rents, and he has no security of tenancy. Under these difficult 
conditions, it is impossible to expect the tiller to increase agricultural 
productivity. 

Technological Factors 


(a) Primitive Equipment : The Indian farmers have been using old 
and inefficient methods and techniques of production. Being poor, they 
cannot adopt the modern methods which are being used in West and 
Japan. Only recently some rich farmers have started using improved 
implements like tractors, steel ploughs, sugarcane crushers, pumping 
sets, water lifts, barrows, hoes, seed drills, fodder Cutters, etc. Increased 
production is possible if modern equipment are used for intensive 
cultivation, The Government has started the dissemination of knowledge 
about the new techniques through mass media like T. V., Radio, Films 
and Newspapers. Demostration farms have been set up at different 
places in the country, At these farms, the latest and upto date techniques 
of production are demonstrated to the farmers. Demonstration farms at 
Suratgarh in Rajasthan, Pant Nagar in Uttar Pradesh and Pusa Institute in 
New Delhi are very popular among the farmers. 


(b) Inferior seeds : Indian farmers have been using seeds of inferior 
quality. Between 10 and 20 per cent of increase in productivity can be 
brought about through the use of better seeds, The Government has set 
up National Seeds Corporation to organise on a country wide scale the 
production and distribution of high yielding, disease resistant, varieties of 
seeds. Since 1965-66, the National Seeds Corporation has been supply- 
ing high yielding variety seeds. The Green revolution in Agriculture is 
the direct outcome of the adoption of high yielding variety seeds, At the 
end of 1987-88, 57.23 million hectares area of land was using high 
yielding variety of seeds. Figures given in table No. 3.1.3 speak that 
more and more of farmers are using seeds of high yielding varieties. 
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Table 3 
Area Under High Yielding Variety Seeds (HYV) 
(Million hectares) 


1985-86 198687 | 1987-88*| 1988-89! 


| 
5542 5612 | 5723 | sso 


*Provisional! Targets 
(Source : Economic Survey 1988-89) 


According to the Annual Report of the Ministry of Agriculture for 
1988-89 certified quality seeds of all crops have been distributed to the 
farmers by State Farms Corporation, which was set up in 1969 hy tx. 
Government of India for developing larged sized mechanised farms for 
production of quality seeds. 


Tables 
Distribution of Certifled Quality Seeds 
(Lakh Quintals) 


1983-84 1985-86 | 1986-87 | 1987-88]1988-89 


Source : Economic survey 1988-89. 

(c) Lack of Irrigation Facilities : One of the basic causes for the 
weakness of Indian agriculture has been that a vast majority of the 
farmers throughout the country have to depend upon rainfall. Before 
independence, 24 percent of the land was irrigated. After partition the 
percentage fell down to 19 percent. Vigorous programme of major and 
minor irrigation has been taken up under the various plans. Area under 
irrigation has increased from 22-6 million hectares (1950-51) to 71:3 
million hectares (1987-88). Out of this, canals irrigate 38-7 percent area, 
Tube-wells 26-1 percent, Wells 20-4 percent, Tanks 9.0 percent and 
other sources 5.8 percent. India has the potentiality to irrigate 80.8 
million hectares; out of this only 71-3 million hectares are irrigated. It is 
estimated that the total potentiality can be raised to 113-5 million 
hectares, At present, the overall cropped area in the country is 17341 
million hectares, out of this only 29-9 percent i.e. 70 million hectares is 
provided with irrigation. Efforts should be made to give a boost to minor 
irrigation schemes. 


, 1981-82 1984-85 


48:46 


DISTRIBUTION OF CERTIFIED/ 
QUALITY SEEDS - ALL CROPS 
LS 
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(d) Inadequate Manures and Fertilisers : Manures and fertilisers 
play the same part in relation to the soii as food in relation to the body. 
Fertilisers are the kingpin for increasing productivity of agriculture. 1n 
India, cultivation is going on from centuries together. Soil is hungry and 
it needs proper and adequate manures and fertilisers to maintain and 
revitalise fertility. _Manures and chemical fertilisers are not used 
adequately and properly. Thus, fertility of land remains low and 
agricultural output decreases. The Government has set up many factories 
in public sector to produce manures and chemical fertilisers. 


Following figures speak of the Consumption of fertiliser (nutrients) in 
India. 


TableS 
Consumption of Fertiliser 


(Lakh Tonnes) 
1950-51 | 1960-61 | 1970-71 | 1980-81] 1981-82 | 1982-83 | 1983-84 
069 | 292 21:77 3516 | 6064 | 6388 | 7710 
1984-85 | 1985-86 | 1986-87 | 1987.88 | 1988-89 
82-11 | 8474 8738 9012 | 11331 
Gon Annual Report of 1988-89 of Ministry of Agriculture, Government of 
la, 


The production of fertilisers in India has also increased. According to 
Annual Report of 1988-89 of Ministry of Agriculture, Government of 
India the growth of production from 1984-85 to 1988-89 has been of the 
order of 68 percent. 


Table 6 
Production of nitrogenous and phosphatic fertilisers 


(000 MT) 
1984-85 1985-86 1986-87 1987-88 1988-89 
5181-1 5755-6 7070.0 7131-0 8724.0 

It may be noted that though India's production of fertilisers has 

increased by 68 percent within a period of 5 years yet our production is 


less than our consumption and we are to import fertilisers from foreign 
countries, 


(e) Lack of Plant Protection Measures : In India, at least 10 percent 
of the potential output is destroyed due to inadequate plant protection. 
There is more destruction of crops by pests and wild animals in India 
than in any other country of the world. Crop diseases are wide spread in 
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the country. There is no protection against some of these. With the 
introduction of new technology in agriculture, the importance of piant 
protection has increased. When big investments are made in agriculture 
and farming is done on commercial lines, cultivators cannot afford to 
Suffer economic loss due to inadequate plant protection. To ensure full 
benefits of irrigation, manuring and improved variety of seeds, it is 
Necessary to save crops from pests and diseases. Plant protection 
measures include seeds treatment, spraying of crops, weed control, anti- 
Tat operations and locating locust breeding grounds. The Government is 
taking all steps necessary to prevent losses in production through the use 
Of pesticides, There has been a large increase in the consumption of 
pesticides since 1950-51. The country manufactures over 50 pesticides 
and about 75000 metric tonnes are used in India. Efforts are being made 
to check the growth of weeds. Ground and aerial surveillance are 
regularly undertaken to locate locust breeding grounds by Central Locust 
Warning Organisation. The Central Government grants funds to the 
State Governments for control and eradication of pests and diseases. 


(f) Poor Techniques of Production : The Indian farmers have been 
using old and inefficient methods and techniques of production. For 
agricultural development, selective mechanisation is as much necessary 
as use of fertilisers and irrigation facilities. It reduces the time taken in 
harvesting one crop, preparing the soil for next crop and sowing or 
Planting the crop. The shorter the maturing period of a crop, the easier it 
is to grow more than one crop in a year. The agricultural research has 
made available varieties of crops with shorter maturity period. This will 
help in raising multiple crops. Our farmers are well trained in using crop 
Totation. They know how to arrange the successive crops so as to 
Provide plant nutrition to the soil. Multiple cropping will be possible 
only if the farmers use the improved techniques of production. 


Nature! Factors 


(a) Failure of Monsoons : Indian farmers depend mainly on monsoons 
for water, The monsoons are very irregular. Rainfall in several parts of 
the country is not only inadequate but also uncertain. Frequent failure of 
monsoons or excessive rains causing floods result in great loss to the 
crops, Efforts are being made to provide irrigation facilities so as to 
minimise the dependence on monsoons. 


(b) Hailstorms, Locust invasion, Soil erosion, etc. : Agricultural 
activities are carried out in the open fields. Hailstorms, locust invasion 
and soil erosion all exert their influence on agriculture. Rich soil is 
washed away by floods, storms, etc. About 17.5 crores hectares 
comprising 53 percent of the country's geographical area is subjected to 
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the problems of soil erosion. The soil erosion reduces the productivity. 
The Government has undertaken intensive programmes for checking soil 
erosion by afforestation and raising utility trees and by putting up 
erosion control-cum-water-harvesting structures, 


Economic Factors 


(a) Landless Farmers : According to 1981 census, the number of 
landless farmers or landless agriculture labour was 5,94 crores. 
Agriculture labour families constituted nearly 25 percent of rural 
families. About 85 percent of the Tural workers are casual workers, 
serving any farmer who is willing to engage them. Only 15 percent are 


efficiency, 


Since the independence of the country, the Centre as weli as State 
Governments have taken some Measures to improve the economic 


NO Finance For Agriculture : Finance is the life blood of every 
industry. Agriculture is also an industry for India. Farmers require 
finance for 


(i) short periods of less than 15 months for the purpose of raising 
crops or for meeting domestic expenses. For example, they want 
to buy the seeds, fertilisers, fodder for cattle, etc. They may 
require funds to support their families in those years when the 
crops have not been good or adequate. Such loans are to be 
repaid after the harvest. 


Gi) Medium period ranging between 15 months and 5 years for the 
purpose of making some improvements on land and buying cattle, 
agricultural implements, etc. 
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(iii) The purpose of buying additional land, to make permanent 
improvements on land, to pay off oid debts and to purchase costly 
agricultural machinery. These loans are for long periods of more 
than 5 years. An average agriculturist is a poor man with very 
limited means at his disposal. He does not have much savings to 
fall back upon. In the absence of his own adequate sources of 
finance, he goes to the village moneylender who exploits him and 
charges very high rate of interest. Thus, lack of capital hinders 
the agricultural development. 


There are two sources of credit available to the farmers : 
(a) Private Sources ; and 


(b) Institutional Sources. 


Private sources include (i) ^ Moneylenders (i) ^ Traders and 
Commission Agents (iii) Relatives (iv) Landlords and others. 
Institutional sources consists of (a) Credit and Thrift cooperative 
societies; (b) Commercial banks (c) Regional Rural banks, (d) 
Government Taccavi Loans, and (e) National Bank for Agricultural and 
Rural Development (NABARD). 

Table7 


Borrowing by Cultivators from Different Agencies in the year 1961-62 
ee 


Credit Agency Percentage 
wee REY) og | eee 
Moneylenders 22 
Traders and Commission Agents 8.8 
Relatives 8.8 
Landlord & Others na 
Cooperatives 155 
ME ae 

anks TR. 

100.0 


Source : All India Rural Debt and Investment Survey 1961-62 


Moneylenders are of two types : agriculturist moneylenders and 
village shopkeepers. Both kinds of moneylenders freely supply credit for 
Productive and non-productive purposes. The moneylenders indulge in 
all sorts of cheating and wrong doings. They have been responsible for 
many of the ills of Indian agriculture because their main interest has been 
to grab the land of the farmers. Efforts have been made to substitute this 
System by cooperative credit and thrift societies. 
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Cooperative finance is the cheapest and the best source of rural credit. 
At one time everyone thought that the thrift and cooperative societies 


would take away completely the business of moneylenders as far as short 
term needs were concemed. In 198 


of 3206 crores of rupees. The number of these societies was 92000 in 


€ cooperative system, the 
become significant source of agricultural 
finance. 


The total quantum of agricultural credit disbursed by the institutional 
agencies has been increasing over the 


6310 
11751 


Source : Annual Report 1988-89, Ministry of A Briculture, Govt of Indi 
id ` ta 
Land Development Banks i 


advanced loans to the extent of Rs. 533 
advantage of these loans, 
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Fig. 3.18 
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and March, 1988, about 62 percent new branches opened by the 
nationalised commercial banks were set up in the rural areas. In 1975, 
Regional Rural Banks were set up to meet the credit requirements of the 
weaker sections. These banks get liberal refinance facilities from the 
National Bank for Agriculture and Rural Development (NABARD). The 
total agricultural credit of Rs. 7354 crores was provided by the 
commercial banks, and Cooperatives during 1985-86. The target for 
1988-89 is Rs, 11751 crores. 


(c) Agricultural Marketing : Until recently, the Indian cultivator 
looked upon agriculture as a way of life and not as a business. The 
reason was that after working hard in open for months together, whatever 
he got was purchased by the landlords or traders at very cheap rates. An 
average farmer does not have much holding capacity. He is compelled to 
sell his produce after the harvest. During tliis period, supply being higher 
than demand, the prices remain low. Inadequate development of the 
means of transport and communications further compels the farmer to 
ell his goods to the village trader who offers lower prices. Furthermore, 
the farmer being in debt is under Obligation to sell his goods to the 
moneylender at Cheap rates. In th 


cheat the farmers in man: 


The Government undertook a number of important Steps during the 
last few years to Improve the situation which are as follows : 

(i) Establishing regulated markets : In the regulated markets, joint 
tives of cultivators, traders and 


market committee prevents 
able to the farmer. 


(ü) Establishment of Cooperative Marketing Societies : The society 
collects the surplus produce of all its members and non-members, often 
Processes the produce and then disposes it of in the mandi. If the current 
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prices are not favourable, the society may decide to stock the commodity 
and sell it when prices are favourable. The farmers get the fair price of 
their products. In 1987-88 there were 5923 marketing cooperative 
societies (2633 general purpose societies and 3290 special commoditties 
societies for oilseeds etc.) and the value of the produce marketed by them 
was 3902 crores of rupees in the year 1987-88 as against Rs. 4014 crores 
for 1986-87. This short fall was due to draught conditions. 


(iii) Provision of Godowns and Ware-housing Facilities : All India 
Ware-Housing Corporation and the Food Corporation of India and 
Cooperative Marketing Societies provide warehousing services to the 
armers: 


Gv) In order to standardise products, AGMARK is granted by the 
pow of Indian Standards. This helps in the export of agricultural 
g k 


(V) In 1954, all the weights and measures were standardised on 
meteric system throughout the country. 


(vi) In 1965, Agricultural Costs and Prices Commission was set up t0 
advise the Government about fixation of prices of the agricultural 
products, 


(vii) Krishi Darshan Programme on TV gives valuable information to 
the farmers. The AIR broadcasts daily prices of various agricultural 
Products in important markets. 

Pr (viii) Transport system is being improved. Unde 
i Ogramme provision of link roads for villages is one © 
Mportant step in this direction. 

(x) The Food Corporation of India purchases from the farmers their 
Products at the prices fixed by the Government. The Government has 
to the farmers. For this, the 


BOvemment agencies purchase the agricultural products at fixed 
ailing in the market may be low. 


r 20-Point 
f the most 


Ti z 
easonable prices to the farmers. 


The procurement prices of common, fine and superfine varieties of 
Paddy have been fixed at Rs 160/=, Rs 170/= and Rs 180/= per quintal, 
Tespectively, for 1988-89. The procurement prices for jowar, bajra, 
maize and ragi have been fixed at Rs 145/= per quintal for 1988-89. The 
Procurement price of wheat is 183/= for 1988-89 and for barley the price 


* 
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has been fixed as Rs 145/= per quintal. The statutory Minimum price of 
sugar cane for 1989-90 is Rs 20/= per quintal. In case of rapeseed and 
mustard the minimum support price is Rs 460/= per quintal. 


(x) Special agencies helping in Agricultural Marketing in India 


The National Agricultural Cooperative Marketing Federation of India 
Lid. (NAFED) : This organisation gives effective market support to the 
growers. NAFED and the state Cooperative Marketing Federations have 
been playing an important role in price support/market intervention 
activities in various agricultural commodities, Besides outright 
purchases, the NAFED undertook joint ‘ventures with some of the State 
Federations. It implements the price Support scheme of the Government 
of India for selected agricultural commodities like oil seeds and market 


export trade valued R 180 crores in 1987-88, out of this 

e valui S 54 crores. Net profit of NAFED 1987- 
88 has been Rs. 3 crores, profit of NAFED during 
Social Factors 


manures and fertilisers;(iii) In 
Seeds, (iv) More care of plants, 
of modern techniques of produci 
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Index Numbers of Agricultural Production 


As per the various index numbers regarding area (A), production (P) 
and yield (Y) of agricultural products, it can be safely said that 
agriculture in India has improved significantly. 


From table No. 3.1.9., we can conclude the following : 


(i) There has been a sizeable rise in agricultural production since 
1950-51. Increase has not. been smooth, it has been irregular and 
fluctuating. In some years, there was even a decline. Fluctuations are 
the result of weather conditions. In case of good rains, there was bumper 
production and in drought conditions, production declined. However, on 
the whole production shows an upward trend. 


(i) Food-grains production has been very impressive from 1950-51 to 
1987-88. The Index has increased from 57.1 (1950-51) to 147.9 and in 
terms of tonnage in 1950-51 the production was. 50.8 million tonnes, 
which increased to 138.41 million tonnes in 1987-88. However, in the 
Case of individual food items, the performance is not uniform. In case of 
rice the index number increased from 56.3 to 144.7 while the index of 
wheat rose from 56.3 to 247.8. Thus the production of wheat shows the 
largest increase, The rise in pulses on the other hand, has been from 816 
to 100.2. This is much less. 


Gii) In respect of non-foodgrains, the expansion in quantities of 
several products has been sizeable, although not as big as in foodgrains. 
The rise in oil-seeds is from 66.1 in 1950-51 to 137.0 in 1987-88 (more 
than double). In the case of sugarcane, the index number increased from 
58.1 to 165.0 in the same period and in case of tobacco, it rose from 72.3 


to 100.8. 


The table shows that the growth of oil-seeds and non-food grains has 
been upward but not as high as in foodgrains. 

(iv) The agricultural production has reached a high level of 
equilibrium : Our country has faced boldly the serious drought 
Situations of 1979-80, 1982-83 and 1987-88. The agricultural production 
did not suffer much setback. Thus, Indian agriculture has gained internal 
vitality and has developed some power to stand on its own legs. 


(v) The index number of area of agricultural land for all foodgrains 
has increased from 79.3 to 97-5 only, Oilseeds from 72.3 to 98.7, non- 
foodgrains from 73.8 to 101.9. It is clear that the area under crops has 
not increased so much as production has increased. However, the 
increase in the sown area is due to the fact that a part of waste land has 
been brought under the plough and secondly, part of the fallow land has 
begun to be cultivated. 


SUDD 
sdosD ly | poof-uoN 


(001 = 02-6961 Suypua umuuap1] əseg) (X) PIALA pue (d) uopon 


baed LT (V) waay Jo sroquam xopay 
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Progress of Agriculture during the Plans 


M growth of agriculture after independence has been at a faster rate 

ud a during the British period but the targets of the various plans 

um ot be achieved. The gap between the targets and the actuals has 
n very wide. Let us look at the following table : 


Table 10 
Production Targets and Achievements during the Plans 


Sugarcane Oilseeds 


Foodgrains | Cotton Jute 


(Million |(Million | (Million | (Million | (Million 
Actuals e 
3rd Plan 82.0 53 
pe 1016 | 69 6.1 102 | 100 
64 
Po 7-3 | 46 45 128 
Targets 129.0 8.0 7A 15.0 10.0 
144 8.9 
155.0 108 
182.0 9.6 
185.0 13.0 
180.0 13.0 
217.0 18.0 


178 to 183 
138.41 6.43 


12.38 


STER : 
ource: Annual Report—Ministry of Agriculture, Government of India 1988-89. 


The main achievements of agriculture in the various plans is given 


low: 


© Increase in area under cultivation : During the Five Year Plans, 


the index number of the area of cultivated land increased to 103-9 (1986- 


22 from 782 (Base 1969-70-10). It is a significant achievement. 

ongwith the increase in the net sown area, the area cultivated more 

UA o in a year has substantially increased. Farmers are now having 

os ia more crops. This improvement is on account of increased 

auis fertilisers, adopting crop rotation methods, using modern 
ents and machines and using high yielding variety of seeds. 
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Gi) Increase in Yield per hectare : The index of yield of all cereals 
per hectare has increased to 145-0 from 70-7 in 1950-51 (Base 1969- 
70-100), all foodgrains from 73-5 to 149.3, oil seeds 73-5 to 149.3, non- 
foodgrains from 83-1 to 129-9. Thus, increase in productivity is shared - 
by all the major crops. India built up a buffer stock of foodgrains of the 
order of 21 million tonnes in1986-87. 


The yield per hectare has increased due to (a) extension of irrigated 
area, (b) greater use of fertilisers,(c) introduction of High Yielding 
variety seeds, (d) use of plant protection measures, (e) soil improvement 
(f) use of modern technology. 


(iii) Increase in Agricultural production : With 1969-70 as base year, 
the index number of agricultural production went up from 58-5 (1950-51) 


far ort time as a result of adopting new strategy, 
itis called Green Revolution. 


The major effect of the green revolution i 
agricultural production. The Second effect of 
in agricultural Productivity. 


ias been a sharp rise in 
green revolution is increase 
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The Green Revolution has pushed up the level of income in the rural 
sector of the economy. The increase in production accompanied by 
many price support measures implemented by the Government has 
generated large incomes in the rural sector. This is significant and 
admirable. But there have been two discomforting features of the green 
revolution also. First, the green revolution has promoted personal 
inequalities in the rural sector and secondly, it has been responsible for 
widening the regional disparities. The green revolution has become the 
handmaid of the rich to become vicher. Only a few northern states like, 
Punjab, Haryana and Western UP, which have adequate assured water 
supply, are involved in Green Revolution. The rest of the country has 
been sitting only on the fence; watching the game. 


LAND REFORMS 


i The Planning Commission of India pointed out the following main 
efects in the agrarian structure of the country. 


Defects in Agrarian Structure 


Existence of Insecurity Small and Uneven dis- Lack of 


Intermediaries of Tenure fragmented tribution effective 
holdings ofland ^ organistion 


The Commission felt that the defective land tenure system was, on the 
One hand, not rendering justice to the tillers and, on the other hand, was 
hindering the progress of agricultural production. Keeping in view, these 
twin objectives, following steps have been taken to improve the land 
tenure system in India. 


. () Abolition of Intermediaries : At the time of independence, three 
different types of land tenure systems were prevailing in India, (a) 
Zamindari System :- This system was introduced by the Britishers. The 
Purpose was to collect land revenue from the farmers. A few privileged 
Persons who were known as Zamindars, or landlords, acted as 
intermediaries between the government and cultivators. These landlords 
did not cultivate their land but they used to let it out to the tenants and 
collected rent from them. The tenants had no direct relation with the 
government. The landlords used to charge rent from the cultivators at 
high rates because out of this rent, the ‘landlords were paying land 
Tevenues to the government and also keeping a part for self- 
Consumpution, This system was defective because these intermediaries 
did not work on the land, they only exploited the poor tenant cultivators. 
The actual tiller, who toiled, day and night, got little for their hard work. 
As mentioned earlier, the rents were SO high that many of them got into 
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heavy debts, which were passed from generation to generation. Asa 
result, large number of families turned into bonded labour. This system 
was inhumane. 


The Government could not tolerate such a system after independence. 
Zamindari Abolition Acts were passed by various State Governments. 
By 1954, this system was abolished in almost all the states. A 
compensation of Rs. 670 crores was paid to the Zamindars. 


(b) Mahalwari System: Under this System, the land was the common 
Property of the village community as a whole. A Tespectable senior man 
known as Lambardar, Patel or Mukhia was entrusted with the job of 
collecting the revenue and making its payment to the Government. The 


land was given to the Persons who lived in the village and wanted land 
for cultivation. 


(c) Ryotwari System : In this system, the cultivator himself was 
Paying the rent to the Government. As long as the cultivator continued to 
pay the rent to the Goverment, he was not ejected from the land. 


(i) Insecurity of Tenure : The tenants form a very significant 
Proportion of the cultivating population of the country. They used to take 


No interest in the improvement of the land because of insecurity of 
tenure. 


The tenancy reforms have been introduced on the following lines: 


(a) Fixation of Rent : Different states have fixed different rents as a 
part of ienancy reforms. The maximum limit of rents have been fixed. 
Generally, it ranges from I/5th to 1/4th of the total produce. 

(b) Security of Tenure : Several states have passed legislation to 
provide security to the tenants. These Acts aim at prevention of 
ejectment, assuring land to the tillers of land, and resumption of land by 
the owner for Personal cultivation only. 


(c) Conferring of Ownership Right on Tenants : 


been made in several states to enable the tenants to acquire ownership 
Tights on land. Now tenants can acquire Ownership rights after the 
payment of land ri 


€venue or net income from land to the landlord. About 

30 lakhs tenants have acquired Ownership rights on land. 
(d) Compensation 
legislations have been 
tenants for undertaking 


Provisions have 


for permanent Improvements : In some states, 


enacted for the payment of compensation to the 
Permanent improvements on land. 


(iii) Small and Fragmented Holdings : 


: In India, the majority of 
holdings are very small and are fragmented as 


well. Each holder of land 
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holds his land not as a compact unit, but spread over the entire village in 
smali pieces. This evil lead to wastage of land in the form of boundaries, 
hedging, etc. it resulted in the wastage of human and cattle energy 
involved in moving from one small piece of land to another. Small size 
prevented the farmer from providing better inputs and irrigation facilities. 
The cultivator could not build his house on thefarm to protect the field 
from the attack of wild animals. Quarrels and litigation often aróse in 
Crossing one another's land. The laws of inheritance, the decline in joint 
family system and more pressure of population on land are the causes of 
this evil. 


Solution to this problem lay in the consolidation of holdings. Under 
consolidation of holdings, a land holder gets one compact piece of land in 
place of several pieces scattered in the village. To carry out 
consolidation, the scattered pieces are pooled together. The pooled land 
is then distributed among the landholders in compact blocks according to 
the area of land contributed by them. Thus, scattered pieces of land get 
exchanged for one compact piece. 


In some states, the work of consolidation is done on compulsory basis. 
The Government draws up legislation, making it obligatory on the land- 
holders to implement consolidation. In some slates, the work of 
consolidation has been left to the voluntary initiatives of the farmers. At 
the beginning of the Seventh Plan, an area of about 500 lakh hectares of 
land had been consolidated. 


(iv) Uneven distribution of land : In India, land among the 
Cultivators is very unevenly divided. A large section of the rural 
Population is without any land. They are landless labourers. Some 
cultivators own uneconomic holdings. About 66-62 million holdings are 
upto 2 hectares only. A large number of cultivators are marginal farmers. 
With the rising prices, the landless farmers, the small and marginal 
farmers suffered very much. 


The Government in order to eliminate absentee landlordism decided to 
fix the maximum limit of land which can be owned and also to re- 
distribute the surplus land among the landless agricultural labourers and 
the small and marginal land-holders. This policy also included the 
Objective of increasing the size of land of very small farmers. An 
increase in the size of holdings would make them fit for efficient 
farming. The change would not only raise the income of the poor 
farmers, but would also raise the production in the country. When the 
landless labourers become the owner, they will be induced to work hard 
and make permanent improvements in land. This policy is conducive to 
the objective of social justice and agricultural development. 
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The polícy consisted of two measures, viz., fixing of maximum limit 
or ceiling on the size of holdings and, secondly, to re-distribute the 
surplus land among the landless, smali and marginal farmers. 


Ali the states have by now passed laws in respect of this change. The 
maximum land that one family could own is 10 to 18 acres of land where 
irrigation facilities exist for raising two crops, and where irrigation 
facilities for one crop exist, the upper limit of ceiling has been fixed at 27 
acres and for the remaining types of lands the upper limit has been set at 
54 acres. In respect of sandy and mountaineous regions, the upper limit 
can be more than 54 acres, For application of ceiling limits, the family is 
the unit and a family includes husband, wife and three minor children. 


The surplus land has been acquired by the Govemment and it is being 
distributed among the landless agricultural workers. About 4.2 million 
acres have been distributed as per the provisions of the ceiling legislation 
in ‘different states. The implementation of this reform has been 
unsatisfactory. It is clear from the fact that all the surplus land has not 


Late Acharya Vinoba Bhawe, An appeal to big iandlords to part with a 


Part of their land voluntarily as a gift was issued. About 12 lakh acres of 
land was distributed under this movement. Thi 
momentum. 


elected Managing Committee. Net profits are distributed among its 
members after deducting moniey for reserves. 


Cooperative farming societies are helped by the Various service 
cooperatives like Cooperative Processing, Cooperative Marketing, 
€8. The Government has 


Cooperative Farming Societies with 3,64,000 members and having a 
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FOOD PROBLEM 


Tn the last 45 years, India's food problem has changed fundamentally. 
India faced its first serious fcod crisis in 1943, in the form of Bengali 
famine. Millions perished due to starvation. The partition of the country 
in 1947 further weakened India on the food front, as she received 82 
percent o£ the population, but only 75 percent of acrage under cereals and 
69 percent of the irrigated area. West Punjab and Sind which were 
Surplus areas and used to supply about 10 to 12 lakh tonnes of foodgrains 
every year to other states went to Pakistan. The major concern of the 
government was to increase the supply either through increased 
production or through imports. 


In 1956, the price of the foodgrains rose very high. The major 
concern of the government was to control the foodgrains prices. The 
Government entered into an agreement with U.S.A. in 1956. This 
agreement is known as PL 480 Agreement. This agreement assured 
regular imports of foodgrains to control prices. The food aid by USA 
Was used openly to influence our internal economic policies and foreign 
Policies. The government soon realised the dangerous implications of the 
humiliating dependence on the imported foodgrains. This was a turning 
point for our agricultural and industrial developments. In the mid sixties 
the Central Government took several measures to increase agricultural 
Productivity, As a result the production of foodgrains increased 
Considerably in 1966-67. In 1970-71, there was a record production. As 
the foodgrains production increased, the government gradually reduced 
imports. In 1973, the government took over the wholesale trade in wheat 
and rice. The government succeeded in accumulating a buffer stock of 
foodgrains, The idea behind buffer stocks is that in good years, when 
Prices fall the government steps in and buys and in bad years when prices 
tend to rise, it unloads a part of what it had purchased in the past. 
Through this system, the price stability is maintained. 


The following factors have made it possible to bring a change in the 
food problem : 
Gi) Increase in production of foodgrains. 
(ii) Increase in production has enabled us to raise huge buffer stocks 
of foodgrains. 
(ii) Increase in transport and communication network has reduced 


the havoc of any scarcity in amy corner of the country. 
Foodgrains can always reach the affected areas without any loss 


of time. 
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A New Concern of the Food Problem 


The food problem is no more one of foodgrain shortage. Our situation 
on food front is quite comfortable. The government intends to have a 
buffer stock of 30 million tonnes of foodgrains by 1989-90 which is 
sufficient to meet for two years the requirements of the public 
distribution system. Our food problem has now the following aspects : 


(a) The total availability of foodgrains is still below the actual 
requirements. In the current demands, the demands of the very 
poor person who could not manage to get both times meal is not 
included. If that is included, the supply would fall short. . 


(b) Indian food is deficient in nutrient content. An average Indian 


gets 48.2 gms of the protein while in developed countries it 
exceeds even 100 gms. 


New Food Policy of the Government of India 
The new food policy of the Government of India is aimed at: 


(i) Making best use of the huge food stocks to meet natural calamaties 
that may arise in future; (i) To provide work for the rural poor, the 
unemployed and famine stricken people; (iii) To create durable assets for 
the poor;(iv) To provide food-grains in the tribal areas at a price well 
below the already subsidised price for the public distribution System ; (v) 
To procure foodgrains for public distribution System;(vi) To continue to 


build up a buffer stock of foodgrains;(vii) To maintain remunerative 
prices to the farmers; 


(viii) To use the agricultural price policy for 
checking general inflationary forces in the. country. 
The food policy will be implemented through the following measures : 


(a) By raising food production through use of better inputs, 
implementation of land reforms and guaranteeing fair price to 
the producers. 


(b) By fixing support price before the start of Sowing season . 


(c) By announcing procurement prices of foodgrains at which the 
government offers to purchase all quantity offered for sale by 
the farmers. 


(d) By propagating family welfare programmes so that the demand 
for foodgrains is restricted. 


(c) By increasing the network of public distribution system so that 
the weaker sections of the Society may get regular supply of 


essential articles like wheat, rice, sugar, edible cil, kerosene, soft 
coke, etc. 
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(f) By maintaining buffer stocks to hold a quanuty of stocks 
adequate enough to maintain the supply throughout the year. 


(g) To maintain the buffer stocks, procurement will continue 
through Food Corporation of India and Cooperative Marketing 
Societies. 


(h) The State Trading in food grains will continue. 


Thus, the Government of India has adopted a comprehensive food 
Policy taking into consideration the different aspects of the food problem. 


Points to Remember 


Agriculture forms the backbone of Indian economy. Significance of this 
Sector—36.9 percent share in national income, 70.6 percent labour force is 
dependent on this sector, a chief source of supply of raw materials to many 
industries, Constitute the important items of exports, main support for India's 
transport, internal trade is dependent on it. 

Development of agriculture is an essential condition for development of 
Indian economy. 

Low yield per hectare is the major ill of Indian economy. Causes of low 
Productivity are overcrowding, inadequate non-farm services, small size of 
holdings, defective land tenure system, primitive equipment, inferior seeds, lack 
of irrigation facilities, inadequate manures and fertilisers, lack of plant protection 
measures, poor techniques of production, failure of monsoons, hailstorms, locust 
Invasion, soil erosion, landless farmers, defledivetagricultural marketing, discou 
‘ging rural atmosphere. 

Steps taken—increase in irrigation facilities, increased use of higher yielding 
varieties of seeds, more care of plants, soil improvement, adoption of modera 
techniques of production, establishing regulated markets, provisions of godowns 
and Ware-housing facilities, transport system improved, agriculture prices so 
fixed as to benefit farmers. 

_ There has been a sizeable rise in agricultural production since 1950-51, the 
nise in foodgrains production has been very impressive, the growth of production 
of non-food-grains is not big like that of foodgrains. 

. Ih Five Year Plans, the index number of the area of cultivated land has 
Increased, the index number of all cereals per hectare has increased and 
agricultural production has considerably increased. 

Since 1966, Green Revolution has come in the country. It refers to a fest. 
Change in agricultural production. It hes come due to improved seeds, use of 
fertilisers, improved means of irrigation, use of modem techniques and 
equipment. 

Land reforms—sbolition of intermediaries, tenancy reforms like fixation of 
Tent, security of tenure, conferring of ownership-right on tenants. Encouragement 

Permanent improvements of land. Consolidation of fragmented holdings. 

Food problem has changed. First serious food crisis was in 1943. Price cf 
foodgrains rose very high. As a result of green revolution in 1966, the production 
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of foodgrains has increased considerably. The Government maintains huge 
buffer stocks of foodgrains to control prices and to meet future contingencies. 
Total availability of food-grains is still low if we consider demand of very poor 
persons. Indian food is deficient in nutrient content. 

Government’s new food policy - making best use of buffer stocks for 
economic development, provide work to the rural poor, create durable assets for 
the poor, providing food-grains to tribals, to procure food grains for public 
distribution system, to provide remunerative prices to the farmers. 


N 


12. 


13 


14. 


Questions 


. What is meant by consolidation of holdings ? Describe the factors 


responsible for its slow progress in India. 


. Bring out the importance of agriculture in the Indian economy. State 


three important causes of low yield per acre in India. 


- Describe in brief the factors responsible for increasing agricultural 


production in India since 1950-51. 


- Mention four measures to increase agricultural production in India. 


(Hint: More irrigation facilities, better seeds, more chemical fertilisers, 
land reforms) 


- Indicate the growth of agricultural output in India since 1951. To what 


extent is this growth accounted for by an increase in yield per hectare ? 


- Suggest ways toüncrease productivity and modernisation of Indian 


agriculture. 


- Write short notes on land reforms since independence.(Hint: Abolition 


of zamindari system, ceiling on land holdings, joint cooperative farming, 
tenancy reforms) 

Discuss the role of agrarian reforms in 
development in India. 

What are the main factors responsible for the increase of agricultural 
output in India-between 1950 and 1965, and since 1965 ? 


promoting agricultural 


- "Agriculture is the backbone of Indian Economy". Explain in about 20 


lines. 
What are the objectives of land reforms in India ? To what extent have 
these been fulfilled ? 


Write five main reasons Iesponsible for the low productivity in Indian 


Agriculture. (Hint : Small size of the fields, lack of irrigation facilities, 
lack of fertilisers and good seeds, owners ip of the land, poor finance). 
Name the principal indicators of growth of agricultural production in 
India. 
(Hint: (i) Rise in the index number of agricultural production. 

(ii) Increase in area under crops. 

(iii) Improvement in cropping pattem, 

(iv) Improvement in crop yields.) 
What types of loans are taken by the agriculturists ? How are they 
financed ? 
(Hint : Short-term, Medium term, and long term - Sources - Money- 
lenders, Traders, Relatives, Cooperatives, Government, others). 
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. Explain the causes responsible for agricultural backwardness in India. 
. Mention the various sources of credit and indicate their relative 


importance. 


. Give the case for establishment of regulated markets. Describe their 


functions and progress. 


. Why is it necessary to have price-support for our farmers ? 
. Explain the present Food Problem in India. What steps is our Government 


taking to solve this problem. 


. Write down the institutional agrarian reforms introduced in India after . 


independence. 


| 


A 
Industrial Policy and Development 


Before the advent of the Britishers India was rich in natural resources 
and her people were prosperous. Haricrafts and products of handlooms 
were popular throughout the world. Because of her prosperity, India was 
called ‘Golden Sparrow’. India was invaded of and on by many. 
Britishers in fact came to India as traders alongwith Portuguese and 
French people. Britishers formed East India Company to trade with 
India. In fact they took advantage of the weaknesses of the Indian kings 
-and ultimately became the rulers of the country. Industrial Revolution 
-had brought about sweeping changes in the British economy during the 

17th century. The Britishers exploited the situation and made India an 
exporter of raw materials and importer of finnished Products from 
Britain. 

As a result of Industrial Revolution in Europe, machine made goods 
became cheap and started Pouring into India. The Products of Indian 
artisans could not compete with thefonieigeproducts which were cheaper. 
India was made an importer of finished goods and exporter of raw 
materials such as iron ore, coal, etc. This process ultimately led to the 
decay of India's traditional industries. 

In spite of discriminating protection with a clause favouring British 
goods, some Indians ventured to establish cotton textiles, sugar, paper, 
woollen textiies mills, and to some extent iron and steel industry and they 
made some progress. But one thing is quite obvious that during the 
British period no effort was made for the development of capital goods 

On the eve of independence the Britishers left our country in complete 
chaos. Due to partition, raw material producing areas of jute and cotton 
went to Pakistan. The transport system was paralysed. Many 
industrialists who earned lot of money during Second World War had 
locked out their mills Tesulting in retrenchment of labour. Indian 
industrialists and foreign entrepreneurs were shy to invest because of the 


pa 
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fear of total nationalisation of industries. The industrial relations were 
very disturbing. In this atmosphere, general need was feit that the 
government should frame a far reaching policy for better industrial 
relations and progress. 

In 1948 the then Minister for Industries Dr. Shyama Parshad 
Mukherjee convened a tripartite conference of Indian labour, 
industrialists and the government and evolved a government policy for 
the growth of industries. This policy is known as the Firsr Industrial 
Policy Resolution. Following were the essential features of the Industriai 
Policy Resolution (I.P.R.), 1948: 

The Industrial Policy Resolution (LP.R.), 1948 contemplated the 
esiablishment of mixed economy where a sphere was reserved for the 
private sector-and another was left for public sector to be owned and 
controlled by the government The indusiries were divided into four 
categories wherein the cottage and small scale industries were assigned a 
Significant role to play in the national economy. The Industrial Policy 
Resolution also favoured the need for securing participation of foreign 
capital to speed up the pace of industrialisation. The Industrial Policy 
Resolution evolved a scheme of maintaining healthy industrial relations. 
The Industrial Policy Resolution also required the evolution of a tax 
System for encouraging more savings and investment. s 


The main features of Industrial Policy Resolution (I.P.R.), 1948 were : 


G) The Industrial Policy Resolution (I.P-R.) divided industries into 
four groups : 

(a) The Central Goverment will have exclusive monopoly in the 
industries manufacturing arms and ammunition, production of 
atomic energy and the railway transport. 

(b) The State, will undertake the industries consisting of coal, iron 
and steel, aircraft, ship-building, etc. 

(c) The Central Government would plan and regulate industries of 
basic importance. It comprised industries of automobiles, heavy 
machine tools, heavy chemicals and fertilizers etc. 

(d) The remainder of the industrial field was left open for private 
enterprise. 

Gi) Cottage and small-scale industries : These industries were 
assigned an important role in the national economy because they provide 
good scope for employment in rural and urban areas. They help in 
decentralisation and equal distribution of income and wealth. 
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(iii) Industrial relations : It was felt that healthy industrial relations 
between the employers and employees maintain industrial peace and help 
the growth of industries. Tripartite machinery was evolved to solve 
industrial disputes. The Indian Labour Organisation was created. The 
Industrial Policy Resolution (LP.R.) also emphasied the need for 
fairwages, housing, bonus, etc. 


(iv) Foreign capital : The Industrial Policy Resolution (LP.R), 1948 
recognised the need of foreign capital for speeding up the pace of 
industrialisation. However it was laid down that the major interest in 
ownership and effective control should always be in the hands of the 
Indians. 


(v) Tax System : A tax System encouraging savings for investment 
Should be evolved. 


Industrial Policy Resolution (I.P.R.) of 1956 


The Industrial Policy of 1948 lasted till 1956. Between 1948 and 
1956 three major devel 


Socialistic Republic. 


planning for economic progress of the Country. The First Five Year Plan 


The new circumstances 
necessitated a revision of the then existing industrial policy. For example 


in the First Plan development of agriculture, irrigation and transport was 
emphasised. It was now felt that heavy, basic and key industries should 
be established for rapid industrialisation. It was also felt that the public 
sector should be assigned the major role for development of these 
industries, Hence in 1956 a new industrial policy was announced, 


Instead of the fourfold classification of industries a threefold division 
of industries was made. Cottage and small-scale industries were assigned 
the role of supplying consumer goods, and also development of backward 
Tegions. To encourage the entry of foreign capital certain guidelines 
were laid down. The policy laid stress to restrict the growth of 


monopolies, The Policy sought to reduce the imbalance among different 
regions, 
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The salient features of Industrial Policy Resolution (IPR), 1956 were 
as follows : 


(i) New classification of Industries : 

(a) Schedule A included 17 industries of public utility, basic and 
Strategic industries, and essential services requiring heavy 
investments. 

(b) Schedule B included 12 industries like machine tools, 
antibiotics, fertilisers, ship building, etc. They should be made 
progressively state owned. 

(c) Schedule C should include all those industries which do not fall 
in Aand Bachedule. They are left open for private enterprise 
subject to control and regulation of the State. 


(ii) Cottage and small-scale industries : They should be supported by 
the State by restricting the volume of production in the large-scale sector 
Or by differential taxation or by direct subsidies. The Industrial Policy 
Resolution (IPR), 1956 felt that these industries are necessary for 
providing employment in rural and urban sector and help in equitable 
distribution of income and wealth. 

(iii) In order to remove regional disparities it emphasised that facilities 
as power, water, transport, etc. be supplied to backward areas so that 
industries may be developed there. 

(iv) It recommended that training facilities in business management 
and technical cadres be extended through universities and other 
institutions in order to get rid of importing technical knowhow from 
Other countries, 

(v) In order to maintain industrial peace it was emphasised that 
aay of improved living and working conditions of workers should 

made. 


(vi) It felt that the foreign capital may be welcomed for supplementing 
the domestic capital and also because foreign knowhow was required for 
Tapid industrialisation. It recommended that reasonable facilities be 


Biven for remittance of profits and repatriation of capital. 

(vii) It laid stress that economic power should not be allowed to be got 
Concentrated in few hands. 
Difference between Industrial Policy of 1948 and 1956 


The Industrial Policy of 1956 does not make a big departure from the 
Policy of 1948 except extending and widening the scope of the public 
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sector. That is why it is said that policy of 1956 is just like puiting the 
old wine into new bottle. Industrial Policy of 1956 also lays stress on the 
role of smail-scale and cottage industries and foreign capital. It also lays 
stress on balanced regional growth and better industrial relations, 
between employers and employees. 


Industrial Scene after 1956 


It also stressed that the monopolies should Not be allowed to grow. In 
order to correct regional imbalances it was envisaged that those 
industries be established in backward regions which use local resources 
and give employment to People of the region. 


Industrial Policy of 1980 


(ii) Regional imbalances be corrected. Industries be established in 
backward regions, 


(iii) Special help be given to small industries, Supply of raw 
materials to these units be 


(v) in view of the shortage and high prices of petroleum and its 
Products strong emphasis be laid on the conservation of 
traditional sources of energy. Efforts be made to develop new 
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sources of energy like solar energy. Certain restrictions be 
imposed for the preservation of ecological balance and for 
improving living conditions in the urban areas. To eliminate the 
pollution of air and water by the industries, encouragement be 
given to the adoption of those technologies that combat these 


evils of industrialisation. 

(vi) It emphasised the need for maximising the production of 
consumer goods. ' 

(vii) Available physical and manpower resources be used to the 
maximum. 


(viii) It recommended that further efforts be made to promote 
relations based on mutual understanding and constructive 
cooperation among those working in industries for ensuring 
higher productivity and industrial harmony. 

Main features of Industrial Policies after Independence : 
The industrial policies of 1948, 1956 and 1980 provided the following 
frame work of our industrial sector: 
(1) Mixed economy : Both the public sector and private sector to 
play their own roles. 
(2) Public sector to establish heavy, basic, capital goods and key 
industries. ~ 1 
(3) Foreign capital to play its role in the rapid development of 
industrial sector. 
(4) Balanced industrial growth : Both large-scale, small-scale and 
cottage industries to grow. 
(5) Correction of regional imbalances by efforts to develop 
backward regions. 
(6) Monopolistic tendencies to be curbed. 
(7) Conservation of sources of energy, by developing new sources. 
of energy and maintaining ecological balance. 
(8) Industrial relations be made healthy. 


Present Industrial Policy 


To implement the objectives of the Seventh Plan and carry out 
Strategy laid down in the plan certain modifications have been made in 
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1985 in the industrial policies of 1956 and 1980. The industrial policy of 
1985 lays stress on the following: 


(a) Production of wage goods and consumers goods be increased. 


(b) Maximum use of the installed capacity of the industries be made 
by restructuring and using improved technology etc. 


(c) Industries with large domestic markets be developed. 
(d) Development of industries with export potential be speeded up. 


(e) Sunrise industries such as telecommunications, computers, 


micro-electronics, ceramic composites and biotechnology be 
developed. 


(f) More avenues of employment for skilled and trained manpower 
be created, 


Growth of Large-Scale Industries during the Plan period (i.e. since 
1950) 


Large-scale industries : The programme of industrial development 
received great attention of our planners and the Government. 
Industrialisation in our country, after independence, has been promoted 
as a means of rapid economic growth. Fortunately the industrial sector 
made significant progress during the plans. We can study this aspect in 
the following way. We have a long list of large-scale industries in India 
but the most important are: 


(a) Jute, (b) Iron and Steel, (c) Cotton Textile, (d) Cement, (e) 
Sugar, and (f) Coal mining. 


Large-scale industries during the Plan period resulted in 


Large output Diversification Structural Growth of 


Import 
expansion change 


public sector substitution 


Large output expansion or higher rate of growth of Industrial 
Production : Growth rate of industrial production in India after 
independence can be measured by: 


(i) Index of industrial production and increase in output. 
(ii) Share of industries in Net National Product. 
(iii) Increase in industrial capacity. 
(iv) Employment being offered by industries. 
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In the following figure Index Numbers of Industrial production of 
India since 1980-81 (base 1980-81=100) are shown. 


| INDEX NUMBERS OF INDUSTRIAL PRODUCTION 
| (BASE : 1980-81 = 100) 


INDEX NUMBERS 
8 3 3 à 
m 1 fi | 


eo 
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e 
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100. | 
1980-81 81-82 82-83 83-84 84-85 85-86 86-87 87-88 


Figure3 :2:1 ) 
Index Number of Industrial Production 
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(i) Index number of industrial production : The industrial production 
has increased much since 1951 as is evident from the following table: 


Table 1 
Index Numbers of Industrial Production 


1970-71 
(100) 


Table 2 


Index of Industrial Production: use-based classification 


Basic Capital 
Indus- Indus- 
tries 


From the above table it is clear that the General Index on 1950-51 


base increased to 608.8 in 1985, on the basis of 1960-61 base, the index 
increased to 366.6 in1985, on the basis of 1970-71 base, the index 
increased to 2220 in1986, and on the basis of 1980-81, the index 
increased to 142.1 in 1986. During the six completed Plans the industrial 
production increased by about 5 times. This much rise is by any standard 


Significant. 


EE 
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Table3 
Increase in Industrial Production (selected Industries) 


4. Finished steel -do- 
Mechanical Engineering ` 
5. Machine 


Million Rs. 


Source : India Economic Information Year-Book, 1988-89 (115) 


From the above table it is clear that the growth of industrial 
Production since 1951 has been very significant No doubt the increase 
in production has been large but it has not been smooth. The growth of 
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indusrial production in the plans is as follows : 


Table 4 
Annual growth rate of the Plans 


(ii) Share of industries in India's net national product has increased: 
Growth of industrial production can be seen from the increased share of 
industries in India's net national product. At current prices in 1970-71 it 
was 15.2 percent, in 1980-81 it was 18.3 percent, in 1985-86 it was 19.6 
percent and in 1988-90 it will be 19.8 percent. 


(iii) Greater increase in industrial capacity : 
Table 5 
Installed capacity of some industries 


Electric 
Motors 
000 nos 


The above table shows that the installed capacity of industries has 
increased considerably. 


(v) Employment being offered by industries is much more than in 
1961 : In March 1961 the public sector and the private sector industries 
offered employment to 123.6 lakh workers but this increased to 234.96 
lakhs in 1986, Thus in 25 years there is a big increase of 111.36 lakhs 
ie This is a clear indication of the increased growth of industries in 
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Diversification : Since 1951 many new industries have come into 
existence. Now a large variety of products are being manufactured in 
India. Among the principal new industries are dyestuff, drugs, synthetic 
fibres, power generating equipments, engineering goods, equipment for 
transport, communications, etc. 


Structural Change : In 1951 our industrial structure was 
predominated by consumer goods like textiles, sugar, vegetable oils etc. 
There were practically no basic and capital goods industries. Now we 
have set up many industries which can produce machines and tools for 
many types of industries. The expansion of our iron and steel industries 
has enabled us to produce many engineering goods. 


Growth of public sector : Prior to 1947, there was virtually no 
“public sector" in the Indian economy. The only instances worthy of 
mention were the Railways, the Post and Telegraphs, the Port Trusts, the 
Ordinance and Aircraft Factories and a few State-managed undertakings 
like the Government salt factories, quinine factories, etc. Asa result of 
Industrial Policy Resolution of 1948 the Government undertook to 
establish industries in the public sector. The industries chosen were 
mostly in the nature of basic and heavy industries. 


At the end of the Sixth Five-Year Plan there were 233 Central 
Government undertakings emerging as a key factor in the economic 
development of the country. This sector contributes 25 percent of the 
share of industrial sector in the national income produced in the country. 
It provided, in 1986, job opportunities to 160.46 lakh persons. Surpluses 
earned by the public sector enterprises have become an important source 
of non-tax revenue to the Government. It is producing strategic goods of 
basic nature. It is helping to maintain essential supplies regularly to the 
consumers. It is helping the growth of a wide range of ancillary 
industries. 
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According to Annual Report of 1988-89 of Ministry of Industry, 
Government of India the growth of investment in public sector both in 
respect of investment and number of entreprises is shown in the 


following figure 3:2:2 


E 

a 

g $8 

S8 K 
GROWTH OF INVESTMENT 9 
IN PUBLIC SECTOR = 
(RS. IN CRORES) 2 


( ) NO. OF ENTERPRISES 


1956| [81 (21) 


8882:28895 
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. Public sector outlay, investments and number of enterprises during the 
Five-Year Plans is shown in the following table: 


Table 6 
Plan outlay and Investment in public sector in Five-Year Plans 


Outlay Investment Investment No.of 
percentage | enterprises 

(Rs. Crores) (Rs. Crores) 
21 


464 
564 
60.6 
60.3 
57.6 
52.9 
47.8* 


Source : India Economic Information year-Book, 1988-89. 
"Targeted figures. 


From the above table it is clear that public sector has emerged as a key 
factor in the economic development of the country. The outlay is 
increasing from plan to plan. Investment increased from Rs. 1,560 crores 
to Rs. 84,000 crores in Sixth Plan. It is likely to increase upto 
Rs. 1,54,218 crores by the end of Seventh Plan. The number also 
increased from 21 to 233. The outlay is likely to increase from Rs. 1,960 
crores to Rs. 1,80,000 crores by the end of the Seventh Plan. 


Causes for the Expansion of Public Entreprises : 


(8) In our country the Government has fixed faster rate of economic 
development. This much faster rate cannot be achieved by the 
private sector alone. The public sector is essential to achieve 
these high targets. 

(b) The country needs basic and capital goods industries. Large 
resources are needed for them. More. resources for these 
industries, which are necessary for rapid industrialisation, can be 
funnelled through the public sector. Basic and capital goods 
industries have a long gestation period but they are required for 
public welfare. Thus only Government can provide funds. 


(c) The country is anxious for balanced development in different 
parts of the country and the planners want that there should not be 
regional imbalances in the field of economic development. 
Public enterprises are set up in those regions which are under- 
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(d) 


developed and where local resources are not adequately exploited. 
A good example is the setting up of three steel plants and petrol 
Tefineries at places which were backward. Bhilai at Madhya 
Pradesh, Rourkela in Orissa and Durgapur in West Bengal will 
help their States to industrialise. Similarly the Mathura Refinery 
will help Uttar Pradesh to develop. 


The public sector is an important source of funds for 
development The surplus of Government enterprises can be 
reinvested in the same industries or can be used for the 
establishment and expansion of other industries. Profits of public 
Sector industries can be directly used for capital formation. In the 
First Plan Rs. 117 crores, in the Second Plan Rs. 167 crores, in 


the Third Plan Rs. 435 crores, in the Fourth Plan Rs. 1,431 crores, 
in the Fifth Plan Rs. 2,583 


18,634 crores were financed 
their surpluses.  Contributio 
undertakings is given in the figure 3 : 2:3. 


CONTRIBUTION TO EXCHEQUER ma 
(RS. IN CRORES) 


t 12084 


particular types of goods. It also requires goods in particular 
quantity. This can be ahieved only through the public sector. 
Illustration of this is that our Second Five-year Plan directed that 
in order to have rapid industrialisation we required basic and 
heavy industries. This aim would be achieved only through 
public sector. Secondly our Constitution requires that in order to 
establish democratic republic, we should bring about reduction of 
the inequalities of income and wealth. The public sector can help 
in this respect: (i) The profits of public enterprises will go to the 
government. (ii) The public-sector undertakings can adopt 
discriminating price policies to benefit the low income 
consumers. (iii) The public sector undertakings make it easy to 
raise wage income of the low paid staff. < 


(f) In order to prevent exploitation of consumers by private 
enterprises the Government can take over the control of-such 
enterprises and hand them over to public sector undertakings. 
The Life Insurance Companies, the General Insurance 
Companies, the top 20 commercial banks were nationalised 
because they were using public funds to the interests of their 
directors who were private entrepreneurs. 


(B) The public sector can help private sector when the latter is in 
financial troubles. The take over of sick cotton mills is due to the 
failure of private sector. Sometimes, the private sector does not 
function as it should and does not realise its social responsibilities 
and at this stage public sector can help the private sector to get 
out of the riddle. 

(h) In order to check the monopolistic practices among the private 
entrepreneurs, it is necessary that the Government should own 
certain industries. 

G) In order to provide more job opportunities, it is desirable to 

establish industries in the public sector. 

In order to increase non-tax revenue of the Government, public 

sector enterprises can play an important role. 


pply line of essential 
d backward citizens, 


G 


SZ 


(k 


— 


In order to maintain the continuous sul 
commodities for the welfare of the poor an 
the public sector undertakings are necessary. 
(I) Public sector enterprises are helpful in the development of wide 
range of ancillary industries. 

(m) Public sector enterprises specially in India has helped to get aid in 
the form of capital goods and raw materials etc. from the 
Socialist. countries of the world. 

The expansion of public sector in India has helped her to be nearer to 

achieve national goals of establishing democratic socialism, self-reliance, 
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xemoval of poverty, reduction in inequalities of income, expansion. of 
employment opportunities, removal of regional imbalances, acceleration 
of the pace of agricultural and industrial development, prevent growth of 
monopolistic tendencies and create professional, technological and 
managerial cadres so as to get rid from dependence on foreign aid. 


Import substitution : As a result of industrial growth in the country 
many changes have taken place in the import structure of the country. 
Many goods that we used to import are now being manufactured in 
India—these goods are textile machines, jute machines, sugar mills 
machines, iron and steel, aluminium, soda-ash, caustic Soda, etc. The 
export structure has also changed. Many goods which we were 
importing are now being exported like bicycles, sewing machine, railway 
engines, etc. Our country, now is becoming self-reliant in the 
manufacture of many commodities, 


Factors Responsible for Large Industrial Growth : 
Following factors are responsible for large industrial growth: 


(a) Higher allocations for industries : Under the Five-Year Plans 
, industries have been receiving large resources, The share 


(b) Active support of the Government : Government undertook to 
establish basic and heavy industries, Various financial institutions 


(c) Private sector contributed considerably to industrial growth : 
During the Second World War m 


production. 


(d) Starting of many new financial institutions for expansion of 
Industries : Government had set up many financial institutions 
for the expansion of industries like Industrial Finance 
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Corporation, Industrial Development Bank of India, Industrial 
Credit and Investment Corporation of India, Unit Trust of India, 
Industrial Reconstruction Bank of India, etc. Large funds were 
made available by them. All this enabled the industries to 
expand, use modem equipments and technologies. Production 
increased. 


Import of foreign capital and technical knowhow : Under the 
provisions of various plans we received foreign aid from the 
foreign countries in the form of capital, capital goods and 
technical knowhow. Certain foreign countries collaborated with 
our country to establish basic industries, for example, Durgapur 
Steel Plant, Rourkela Steel Plant, Bhilai Steel Plant and Bokaro 
Steel Plant have been established with the collaboration of U.K., 
Germany and USSR. Establishment of basic industries have 
helped the industries to increase their output. 


(e 


— 


Problems of large-scale industries : 
Our large-scale industries have the following problems: 


G) Labour-trouble or industrial unrest : Strikes and lock outs have 
become a recurrent phenomenon. They result in lowering the 
productivity. 

(i) Underutilised capacity 
to short supply of pow 
large unutilised capacity. Short suppl 
prices in the country. 

(üi) Industrial Licencing Policy : It has bred economic, 
Social evils. 


or less use of productive capacity : Due 
er and raw materials our industries have 
y is the cause of rising 


politicai and 


(v) Large-scale concentration of economic power : It has resulted Í 
d wealth in a few hands. 


‘in concentration of economic power and we 
It is responsible for the use of all sorts of fair and foul means. 


(V) Sick units or sick mills: A number of industrial units have been 


` reported as sick. 
Some other problems of large-scale industries of India are : 
(vi) Transport bottlenecks. 
(vii) Lack of proper cohesion between public and private sectors. 


(viii) Lack of institutional finance. 
(ix) Uncertain Government fiscal and monetary policies. 


(x) Procedural delays. 
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Assessment of the growth of large-scale industries of India : 
Industrial development in the plans has been very satisfactory. The 
number of industries is very large. Contribution to national income has 
increased. Many new industries have been established. On the whole 
industrial growth during the plans is very remarkable. 


However, the growth of our industries in comparison to some other 


Countries is not so Satisfactory. A comparison with other countries is 
given below: 


Table 7 
Average rates of growth of industry (Percent ) 


India 

Canada - 0.6 
China 11.1 
Japan 5.9 
UK. 0.6 
U.S.A. 2.4 
Korean Rep. 9.6 
Kenya 2.0 
Sri Lanka 

Pakistan 


Bangladesh ` 


Source : World Development Report, 1987. 
Industrial Finance in India 


Industries require finance for short-term, medium-term 
No industry, big or small can Tun without ad 
producer requires finance to purchase machi 
and to meet the expenses of Production. In the s 
Sized industries require funds, but in larger amo 
and machinery and to meet the expenses of produ 
of finished goods. The large-scale industrie 
Purposes. First of all they require funds for 
machines, for the construction of factory building and Secondly they need 
funds for the purchase of raw materials and stores to meet production and 
marketing expenses and for meeting their current expenses, 


and long-term. 
equate finance, The small 
nery, to buy raw materials 


ame way the medium- 
unts, to purchase plant 
ction and final disposal 
S need funds for two 
buying big plants and 


For a long time industrial developments in India had been hampered 
for want of adequate Capital. The main source of industrial finance in 
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India can be grouped into two heads: 


Sources of Industrial Finance 


l 


Traditional Sources Specialised Institutions 


Shares Debentures Public Managing Commercial Financial 
deposits agency Banks Institutions 


Traditional Sources 


(à) Shar es: Generally when an industry is set up, it floats a public 
limited or private limited joint stock company. The Company 
issues shares to the public. Purchasers of the shares become 
shareholders and they get dividends as a share in the profits of the 
company. It is a very important source of finance. 


(b) Debentures : The above said companies often issue debentures 
(fixed period loans) to the public and raise loans for a fixed 
period. Interest is paid to the debenture -holders. 


(c) Public deposits: The companies also allow public to deposit 
their savings in the funds of the company. These deposits are 
for small periods. 

ts used to collect credit for the 

Until mid sixties it was the chief 
this system created many 
is practice. Now some 

t are providing funds for 


(d) Managing agents : The agen 
industries on commission basis. 
source of finance for industries. But 
evils and the Government had:to ban th 
specialised_institutions of the governmen 
the industries. 

Specialised Institutions : 

With the advent of the era of planning in India the government 
decided for rapid industrialisation of the country. The traditional sources 
were unable to meet the growing financial needs of the industries so the 
: Overnment decided to set up financial institutions to provide necessary 
unds. The Government has set up: 

(i) Industrial Finance Corporation of India (IFCI) in 1948 with 
the authorised capital of Rs. 10 crores (now changed to Rs. 20 
crores), The industrial Finance Corporation of India (IFCT) is 
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authorised to give long and medium-term finance only to 
companies engaged in manufacturing, mining, Shipping and 
generation and distribution of electricity. The limit of assistance 
is Rs. 1 crore to any single concern. 


(i) Industrial Development Bank of India (IDBI): This bank was 
established in 1964 by the Reserve Bank of India with its 
authorised capital of Rs, 50 crores. In 1976 it was taken over by 
the Government of India, The main function of the Industrial 
Development Bank of India (IDBI) is to finance industrial 
enterprises, viz, manufacturing, processing, shipping and other 


the Industrial Development Bank of India (IDBI) is providing 
loans for industrial development in backward areas. 


Gii) The Industrial Credit and Investment Corporation of India 
(ICICI). In 1955 the Industrial credit and Investment 


(iv) Unit Trust of India (UTI ): It was established in 1964 with the 
initial capital of Rs. 5 crores subscribed by the Reserve Bank of 


Recently they floated ‘India Fund’ and ‘Mutual Fund’, New 


schemes of savings are being introduced every now and then by 
the Unit Trust of India ( U.T.I.) 
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established consultancy services, merchant banking and 
equipment leasing. 

(vi) The export Import Bank of India : Yt is known as Exim Bank. It 
was set up in 1982. It provides financial assistance to exporters 
and importers. It provides refinance facilities to the commercial 
banks and financial institutions for export and import activities. 


(vii) National Small Industries Corporation (NSIC): This 
Corporation was set up in 1955 for the purpose of assisting, 
financing protecting and promoting small industries in India. 
The Corporation introduced a scheme for hire-purchase on easy 
instalments of machinery and equipment needed by small 
industries. 

(viii) State Financial Corporations (SFCs) In 1951 the 
Government of India passed the state Finantial Corporation Act 
authorising the states in India to set up financial corporations in 
their states for financing small-scale and medium-scale and 
medium-sized industries. The State Finance -Corporations 
(SFC) act as agents of their state Governments for sanctioning 
and/or disbursing loans to small-scale industries under the State 


Aid to Industries Act. 
Industrial Licencing 


. In 1948 the Government of India announced its first policy (after 
independence) to develop the industries of India. In order to implement 


the Industrial Policy Resolution (IPR) of 1948 the Government of India 
enacted Industries Development and Regulation Act, 1951. The main 


Provisions of the Act are: 


() Industrial Licence from 
Obtained for establishing new indus 
the existing units. 


(ii): The Government can investigate 
whose working goes counter to 


or customers. 
(ii) The Government may fix the prices of the products and the 
f an industrial unit. 


pattern of share distribution 0 
(v) The Government should appoint an Officer to advise it on 
matters relating to scheduled industries. The Act as passed in 
wustrial units having less than Rs. 1 


1951 did not apply to ind 
crore as capital investment. Since 1985 the limit has been raised 


to Rs. 5 crores. The industrial licensing policy has been the 


the Central Government is to be 
tries and also for expanding 


the affairs of any industrial unit 
the interests of its shareholders 
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subject of various studies. The important studies include one by 
Dr. R.K. Hazari Panel and the other by Dutt Committee. 


In 1985 the Government has liberalised the industrial licensing 
system by making important changes in the Act of 1951. The changes 
are: 


(i) Exemption limit has been raised to Rs. 5 crores, 


(ii) The Monopolies and Restrictive Trade Practices Act (MRTP) 
will apply to business houses whose assets worth is Rs. 100 
crores instead of Rs. 20 crores. 


(iii) The small-scale industry will be that whose Capital investment is 
less than Rs. 35 lakhs. 


(iv) The selected industries can create fresh Capacities or expand 
their existing capacities, 


(v) Special concessions have been extended to industry for 
modernisation, etc. 


Small Scale and Cottage Industries 


Small Scale : Industrial units with a capital investment of not more 
than Rs. 35 lakhs are treated as small-scale industries. They use power- 
driven machines and modern production methods, employ labour on 
Wages, use the capital of other people, produce goods for marketing even 
exporting to foreign countries and work more or less on a permanent 
basis. Examples of small-scale industries are sports goods, 
goods etc. There are about 2,400 items produced by the 
sector industrial units, 


Cottage Industries : They are very old and traditional units organised 
by individuals with private resources with no or little outside help and 
pursued both as a part-time or full-time Work. The capital invested is 
very nominal, just that which can be managed from a person's own 
Tesources or that of his family members, The industries only use local 
markets. Examples are wood carving, bidi-making, embroidery, knitting, 
etc. Cottage industries are found throughout the length and breadth of 
the country, 


For purposes of development etc. both these industries—cottage as 
well as small scale industries are bracketed together, the Teason being 
that both are complementary and supplementary to each other. These 
industries have occupied a significant position since ancient times, These 
industries still have -a very important role to play in our economy 
Particuarly under the present conditions when we have surplus labour and 
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shortage of capital. The f i i 
: : ollowing arguments go tO establish the 
importance of these industries in India: — 


G) Helpful to our farmers : About 70 percent of the working 
population in India depedns upon agriculture. Too much 
pressure of population on land has reduced the size of 
operational holdings very much. The result is obvious. The per 
capita income of farmers is much less and many remain 
unemployed in disguise. This problem has been further 
accentuated by the seasonal character of agriculture. In such a 
background the significance of cottage industries can hardly be 
overemphasised. This will help farmers not in utilising their 
e only but will also release the pressure of population on 
and. 


Dairy farming and handloom industries are the two examples of 
cottage industries which can be developed if proper measures 
are taken. The first thing is to provide adequate finance to the 
farmers so that they may buy necessary inputs and other capital 
equipment. The second thing is to give some training to the 
farmers so that they may undertake these activities properly. 

The small enterprises are labour 
ense employment opportunities. 
India is a largely-populated country with surplus labour. The 
growth of these industries will so 
unemployment. In 1986-87, about 14.57 lakh small units 


employed 1 crore people. 


(iii) Problem of underemployment and seasonal 
be solved by the growth of these industries; Indian cultivators 


remain underemployed for major part of the year because after 


the period of sowing and harvesung there is little work to be 
done in the fields. These periods occur at irregular intervals. 


The cottage and small industries can provide work during this 
period. This will keep the cultivators employed. 
(iv) Require smaller amount of capital : Small-scale and cottage 
industries do not require much capital. Thus in an economy 
where capital is scare and labour is surplus, small industries 
make possible the growth of the economy. 
Light Skills: These enterprises do not require so much skill as 
required by large industries. Besides, the traditional 
Occupations are managed by local persons who have inherited 
the necessary skill from their forefathers. 


(ii) They are labour intensive : 


unemployment can 


(v 


= 
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(vi) Industrial Decentralisation : The small industries can be evenly 


(vii) 


(viii) 


distributed throughout the country and enable people living in 
different parts of the country to increase their income and 
Standard of living. They help in decentralisation and checks 
evils of urbanisation. 


Important from defence point of view: Small industries will 
bring about decentralisation of industries which is very helpful 
during war. Japan had to surrender immediately after the 
bombardment of its two industrial cities Hiroshima and 
Nagasaki, but China could easily stand the heavy bombardment 
as basically her industries were decentralised. 


Reduce population pressure on land : These industries are 
basically labour intensive in nature. They reduce dependence 
on agriculture. They will reduce pressure of population on land. 


(ix) Less dependence on Imports : These industries do not require 


(x) 


(xi) 


(xii) 


imported equipment and materials, Thus, these industries 
reduce the country's dependence on foreign capital. 


Rapid production : Small industries have low gestation period. 
The time lag between the setting up and start of flow of 
consumable goods is short. Thus, supply of goods can be 
increased within a short period by setting up small industries. 


Can be helpful for large-scale industries : Cottage and small- 
Scale industries can Supply various parts to the large-scale 
industries for assembling. Thus the production of the large- 
Scale industries can multiply. Japan is producing cheap goods 
because parts of various products are manufactures in homes 
with much lesser labour cost. Big factories do the work of 
assembly of the parts. Thus production increases at a faster rate. 
The small industries can also use the bye-products of large 
industries. 

Production of essential articles : Generally small enterprises 
units are engaged in the production of certain essential articles 


required by the masses. These are for example cloth, shoes, 
utensils, matches, cots, etc. 


In short, small scale and cottage industries generate employment for à 
vast number and contribute Significantly to the country's production and 
exports. They produce essential articles of consumption and meet the 
demand of the masses. Local resources and native skills are used. Very 
little foreign capital is used. Production is decentralised and as such 
regional imbalances are corrected. Urbanisation is kept under limits. 
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The cottage and small industries help in the equitable distribution of 
income by providing work and wages to the needy. Thus, they add to 
production and contribute to social justice. 


Performance of Small-Scale and Cottage Industries in India : Small- 
Scale and cottage industries have an important place in Indian economy. 
Though there has been a significant increase in the output of these 
industries, yet their growth has not been satisfacory. They have not been 
able to achieve their objectives fully. Let us look at the following table 
about their progress: 

Table 8 
Showing Growth of Small-Scale Industries 


No. of units Employment | Production Exports 


(Lakhs) (Million) | at current (Rs. crores) 
prices 
(Rs. crores) 


1976.77 
1980-81 
1984-85 
1986.87 
1987-88 


Source : Indian Economic Information Year-Book, 1988-89. 


Table 9 
Growth of khadi and village Industries 


Employment Earnings Net value of produce 
(Lakh persons, (Rs. crores) (Rs. crores) 
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From the two tablesBand9jitisclearthat the output of small-scale 
industries increased from Rs. 12,400 crores to. Rs. 85,700 crores in 1987- 
88. The output of village industries increased from Rs. 23.64 crores to 
Rs. 397.67 crores in 1987-88. The earnings from khadi increased from 
Rs. 14.22 crores to Rs, 113.37 crores in 1987-88. Besides big output 
expansion, the rate of growth is sizeable. 


The growth is good, but it is not up to the mark. There are a large 
number of sick units, Around 40 percent to 50 percent capacity of 
cottage and small industries is not being utilised. This results in 
enormous loss of large resources locked in these industries. The growth 
rate of output is less than what these industries are capable of producing. 


Productivity is poor because of the low level of technology used in these 
industries, 


The income of the workers engaged in traditional village industries is 
very low. Many reasons can explain this. Low level of technology keep 
their productivity low. They do not get good quality raw materials, so 
their returns are low. On account of inadequate marketing arrangements, 
they cannot sell their products at good prices. Village artisans get their 
finance from village moneylenders who charge high rate of interest. 


Generally these moneylenders purchase their Products at cheap rates and 
exploit them, 


Problems of Cottage and Small-Scale Industries of India 


At one time India was famous for its small-scale and cottage 
industries. These industries still are very important for our country’s 
economic development, Our cottage and small-scale industries are 
facing a number of problems. Some of them are as follows: 


(i) Competition from large-scale industries : These industries find it 
very difficult to compete with the large-scale enterprises. 
Large-scale industries do not have to face the problem of 
scarcity of finance, raw materials, power, etc. Hence the large 
Scale industries have an upperhand over the small scale units. 


(ii) Poor technology or old techniques of production : The cottage 
and village industries still use old methods, tools and 


implements. They do not have facilities of research and 
planning. 


(iii) Lack of finance : These industries cannot get loan at cheap rate 
because they have no assets to pledge. Generally they depend 
on village moneylenders who charge high rates of interest. 
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(iv) Difficulties in getting good raw material and modern machines : 
These industries find difficulty in getting good raw materials 
and machines of their requirement. Power breakdown in 
villages and country-side are very common; so they cannot fully 
utilise the machines. 


(V) Difficulties in marketing : The small industrial units find 
difficulty in marketing their products. Generally, goods 
produced by them are sold in local markets at cheap rates. 


(vi) Cost structure is high : The cost of production of these units are 
high. The commodities produced by large-scale industries are 
comparitively cheaper. So the small-scale industries are not 
able to compete with the large scale industries. 


(vii) Poor transport facilities : Village industries are compelled to sell 
their products in local markets on account of poor availability of 
transport facilities in the rural areas. 


(viii) Managerial difficulties: Smail industries are not organised like 
large-scale industries. Moreover, they cannot get the services of 
professional managers on account of scarcity of finance. 


(ix) Low productivity : As these units use low level of technology, 
so their productivity is low and they pay their workers low 
wages, Ill-paid workers also produce less. 


Steps taken by the Government to solve the Problems of cottage and 
Small-scale industries : We discuss below the various steps which have 
n taken to solve the problems of cottage and small scale industries. 


G) Provision of finance : The Government set up National Small 
Industries Corporation in 1955 to provide adequate credit and 
finance facilities to the small sector. Twenty banks were 
Nationalised to extend financial assistance 10 the small 
industries. The Credit Guarantee Scheme of the Reserve Bank 
of India further facilitates the flow of finance to the small 
sector. The Industrial Development Bank of India has taken 
steps to facilitate credit to this sector. State Governments have 
set up State Finance Corporations to provide finance for these 
industries. A National Equity Fund was set up in 1987-88 with 
the object of providing special attention to the needs of the 
smaller amongst small scale units. Under the scheme, assistance 
is provided by way of seed capital in the form of soft loan to 
eligible small and tiny industries with project cost not exceeding 
Rs. 5 lakhs and located in villages or towns with population not 
exceeding 5 lakhs. New units as also potentially viable sick 
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Gi) 


(iii) 


units in the small scale sector ar& eligible for assistance under 
the refinance scheme of IDBI and get support out of this fund. 
No security (including Collateral) needs to be provided by the 
borrowers under the scheme. The scheme was being operated 
through the nationalised banks, During 1988-89, some 
modifications have been made in the scheme. In the hilly states 
of North Eastern Region, Jammu and Kashmir (J&K), and 
Himachal Pradesh the implementation of the scheme is the 
Tesponsibility of the nationalised banks, State Financial 
Corporations (SFCs) and Small Industries Development 
Corporations (SIDCs). In case of rehabilitation proposals, the 
Project could be located in villages or towns with population not 


exceeding 15 lakhs as against the ceiling of 5 lakhs population 
in the original scheme, 


On 29th Feb. 1988, the Central Government announced the 
establishment of Small Industries Development Bank of India 
(SIDBI) to provide financial assistance to small industries. The 
new bank will have a capital of Rs, 250 crores and funcuon as a 
subsidiary of the Industrial Development Bank of India, 


Facilities for marketing : The National Small Industries 
Corporation (1955) assists the small indsutries in the marketing 
of the products of small-scale industries. The State Trading 
Corporation procures export business for these industries. 
Handicrafts and Handloom Export Corporation also helps in 
exports. Government departments give preference in purchase 
from these industries, Under the Government stores purchase 
programme, 409 items have been Teserved for exclusive 
purchase from small scale Sector, while 13 items are reserved 


industries. Central Cottage Industries Emporium (1949) helps in 
marketing the products of these industries, 


Industrial estates : Industrial estates with industrial sheds 
equipped with water, electricity and power have been set up in 
different parts of the country for the benefit of these industries. 
About 445 industrial estates have been set up in different parts 
of the country. The industrial estates are linked up with roads 
and railway lines. Sheds are provided at cheaper rents or on 
lease terms to small enterpreneurs. 
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(v) Technical assistance : The Government has set up Small 
Industries Service Institutes and Industrial Extension Services to 
provide technical assistance to small-scale industries. 


(V) Reservation of lines of production : The large industries are 
Prohibited to produce more than 800 items. They are reserved 
for small-scale industries. This has been done to save small 
units form competition by large-scale indsutries. 


In Order to speed up the progress of small and cottage industries in 
India, the following measures should be taken : 


(i) Adequate and cheap finance and modem technology should be 
arranged. 

(ii) Efforts should be made to provide marketing facilities to small 
entrepreneurs. 


(üi) Certain products should be exclusively reserved for small-scale 
and cottage industries. Preference should be given to those 
goods in government purchases. 


Gv) More and more industrial estates should be established to 
provide necessary infrastructure to the small entrepreneurs. 


(V) Agro-based rural industries should be given inducements. 


Small-scale and Cottage Industries and the Five-Year Plans : During 
QS first and second plans, Rs. 42 crores and Rs. 187 crores were allotted 
5), Village and small industries. The actual expenditure during the Third 
co). VAS estimated at Rs. 241 crores and during the annual plans (1966- 
99) at Rs, 132 crores. In the Fourth Plan Rs. 251 crores were spent on 
pese industries in the public sector. In the revised Fifth Plan a sum of 
* 510 crores was allocated for these industries. The Sixth Plan 
allocated a sum of Rs. 1,780 crores for village and small industries. This 
“ctor received 1.8 percent of the total plan outlay. The Seventh Plan has 
Ocated Rs, 2,752 crores for village and small industries which is 1-5 
Percent Of the total outlay. In the table No 10 targets of production, 
™Ployment and exports for the Seventh Plan are given. 
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Table 10 
Targets of production employment and exports in the Seventh Plan 


es ers ota) [Ere eo 


300 4 6 
3680 


5400 
170 


80220 
7020 
1100 


Source : Seventh Five-Year Plan. 


Thus by the end of the Seventh Plan, the output of traditional 
industries including Khadi, Handlooms, and Handicrafts will increase 
from Rs. 7,726 crores to Rs. 11,760 crores, They will provide 
employment to 217-4 lakh persons. The export of their products will 
increase from Rs, 2,208 crores to Rs. 3,304 crores. Modem small-scale 
industries will have an output of Rs. 87,240 crores (1989-90), 
employment will increase to 154-3 lakh persons. The exports from this 
sector will account for Rs. 4,140 crores in 1989-90, 


Points to Remember 


RN 


. The Britishers left India in industrial chaos. Partition resulted in shortage 
of raw-materials and paralysed transport system. In 1948, the 
Government adopted an industrial policy resolution. This policy 
contemplated mixed economy reserving one sphere for private sector and 
another for public sector. Industries were divided into four groups. 
Central Government having exclusive monpoly in certain industries. 
State to nationalise some industries at an early date, Central Government 
authorised to regulate industries. Cottage and small-scale industries 
assigned an important role. A tripartite machinery was developed to 
solve industrial disputes. Foreign capital was allowed to be used for 
speeding up the pace of industrilisation subject to certain conditions. 


2. Between 1948 and 1956, three major developments took place— 
enactment of Constitution, declaring India as a Democratic Socialistic 
Republic and implementation of First Five-Year Plan. All these 
necessitated change in Industrial Policy Resolution (IPR), 1948. 


3. Main features of Industrial Policy Resolution (IPR), 1956: 
classification of industries. Schedule A— 17 industries, Schedule B— 
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industries and Schedule C— left out industries. Industries in Schedule A 
and B are to be owned by the Central and state governments. Rest to be 
left to private enterprises. Cottage and Small-scale industries to continue 
their important role. Removal of regional disparities, training facilities in 
business management, improved living end working condtions of 
workers, foreign capital as-a tool for supplementing the domestic capital, 
economic power not to be allowed to get concentrated in few hands. 


* New industrial policy was announced in 1985 keeping the objectives of 


Seventh Plan. Production of wage goods and consumer articles to be , 
increased, maximum use of installed capacity, industrial market to be 
developed, export potential industries to be speeded up, Sun-rise 
industries such as Telecommunications, Computer, Micro electronics to 
be developed. 


- We have a large number of large-scale industries such as Jute, Tron and / 


Steel, Cotton Textiles, Cement, Sugar, Coal Mining. 


- Large-scale industries made progress during Five-Year Plans in respect 


of out-put diversification, structural change, public sector grew toa large 
extent, import substitution started. 


- Index number of industrial production with base 1970 increased to 222 in 


1986. Basic indsutries index rose to 288-7, capital industries 235-1, 


: intermediate goods 187-1 and consumer goods 174.4. 


* Share of industries in net national income at current prices of 1970-71 


Increased to 19-6 percent. 


* In 195¥, our industrial structure was predominated by consumer goods. 


10, 


11 


Now, we have set up many industries which can produce machines and 


tools for many types of industries. 

Before 1947, the contribution of public sector was negligible. Now we 
have 233 enterprises in public sector. The outlay and investment-has 
considerably increased. 

Public sector has increased on account of a number of factors, viz. goal 
of establishing democratic socialism, self-reliance, removal of poverty, 
Teduction in inequalities of income, expansion of aes 
Opportunties, removal of regional imbalances and acceleration of pace o! 

agricultural and industrial devleopment. 


* A large number ot import substitution industries have been started. 


* Large-scale industries have some 


14, 


problems like labour unrest, 
Underutilisation of installed capacity, cumbersome industrial licensing 
Policy, sick units, transport bottlenecks, etc. 

Industrial finance in India has traditional sources and specialised 


institutional sources. Traditional sources are shares, debentures, public 
deposits and specialised institutional sources are IDBI, ICICI, UTI, IRBI, 


Exim Bank, NSIC, SFCs etc. 
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T5. 


16. 


17. 


10. 


Cottage and small-scale industries are helpful to the farmers, labour 
intensive, can solve seasonal unemployment problem, can be started with 
smaller amount of capital, helps in decentralisation, helps in reducing 
pressure on land, rapid increase in production, subsidiary to large-scale 
industries. 

There are some problems of small-scale and cottage industries; 
competition from large-scale industries, poor technology, lack of finance, 
difficulty in getting good raw materials, difficulty in finding good 
market, cost structure is high, managerial difficulties, low productivity. 


Government has taken certain steps to solve the problems of cottage and 
small-scale industries— provision of finance, facilities for marketing, 
establishing industrial estates, technical assistance, reservation of more 
than 800 items for these industries. 


Questions 


- On what basis a small industry is distinguished from a large industry ? 


Describe the mainarguments for supporting the role of cottage and small- 
scale industries in the Indian economy. 


(Hint : Distinction on the basis of capital investment. Small scale upto 
Rs. 35 lakhs and Rs. 45 lakhs in auxillary industries.) 


- Give four practical suggestions to accelerate growth of large-scale 


industries or small-scale industries in the country. 


- What was the primary aim of Industrial Policy Resolution of 1956 ? 


(Hint : Extending and widening the Scope of public sector for 
establishing Socialistic State in India based on democratic planning.) 


. What is the importance of cottage industries to farmers in our couniry ? 


Suggest effective measures to develop any two cottage industries. 


- Write a detailed note on the growth of public sector in India since 


Independence. 


- Discuss the importance and problems of cottage and small-scale 


indudstries in India, 


- Critically discuss the problems of Indian industries. What has the 


Government done to solve them ? 


- Indicate five main problems of small-scale industries of India. (Points 


only) 


Indicate five effective measures to encourage cottage and small-scale 
industries in India (Points only). 


Compare the Industrial Policy Resolution (IPR) 1948 with that of 1956. 
Do they differ very much ? 


Th. 


12. 
13. 


14. 


15. 


16. 


17. 


18. 


19. 
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Indicate some of the main problems of large-scale industries in India 
(Points only). 


Name five important large-scale industries in India. 


What are the main arguments for supporting cottage and small-scale 
industries ? What steps has the Government taken in this respect ? 


Describe the broad industrial policy of the Government of India during 
the last twnety-five years. In what way has this policy contributed to the 
industrial development of the country ? 


Describe the advantages and disadvantages of having industries in Public 
Sector. Give suitable illustrations. 


Write a short note on present industrial policy of the Government of 


India. 

When was the first industrial policy announced after Independence ? 
Explain briefly this policy in regard to mixed economy. 

State the main features of the industrial policy resolution of 1956. What 


changes have taken place since then ? 


Give a brief account of the progress of industries during the Five-Year 


Plans in India. 


3 


Growth of Transport 
and Communications 


ROLE OF TRANSPORT AND COMMUNICATIONS IN 
ECONOMIC DEVELOPMENT 


The transport and communication systems act as the agents which 
transmit impulses of growth across regions and groups. They provide the 
essential infrastructure for the developient of the country. They 
Stimulate socio-economic development. Developed means of transport 
and communication enable exchange of ideas, culture and knowledge. 
Wide distribution of mails and establishment of personal contacts help 
the villages to have interaction with the outside worid. They are 
important means of raising the standard of living and spread of education 
and culture. Transport and communication Systems promote national 
unity and integration. The national defence is also Strengthened. 


If agriculture and industry are regarded as the body and pones of an 
economy, then transport and communication Systems can be termed as its 
nerves. A modern economy cannot exist without an efficient system of 
transport and communications, 


Following are the important tasks which are performed by good 
transport system in India and other developing countries of the world : 


(i) Helps to Broaden the Market for Goods : The transport system 
helps to broaden the market for goods. Large scale production 
becomes possible on account of good transport system. 
Transport helps in developing agriculture, trade, commerce, 
mining, etc. Agriculture requires good transport system for 
selling its products, Manufacturing industry requires it for 
Production as well as marketing. Good transport system 
facilitates movement of raw materials, fuel, machinery etc. 


(i) Helps in the better and fuller utilisation of resources : com 
transport system helps to open up remote regions and resourc 
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for production. Some regions may have abundant agriculture, 
forest and mineral resources but they may not be developed, if 
they continue to be inaccessible. Good transport system by 
linking the backward regions with the advanced regions, helps 
in the better and fuller utilisation of resources and harnessing 
the wealth endowed by nature. 

(iii) Helps the mobilisation of the factors of production : Transport 
makes possible the movement of factors of production from | 
less-productive uses to more productive uses. 

These are the industries which 


(iv) Encourages certain industries’: 
Jocomotives. motor vehicles, 


specialise in the production of 
ships, eic. 
Stimulates the setting of large and heavy industries—like iron 
and steel, engineering, coal, cement, etc. 


(vi) Enables the people to break their isolat 

mainstream of the national life. 

In India people in the countryside are steeped in ignorance, 
superstition, caste prejudices, false custdms and traditions. The 
development of transport and communications supplies new ideas and 
helps in the diffusion of knowledge. It helps to break up barriers and 
make way for rapid progress. 
ised the need for the development of good 
de heavy allocations in the public sector for 


(v. 


— 


ion and get into the 


Indian planners recogn 


transport system and they ma fe 
transport and communications in all the plans of India. Table 
depicts the same and it is given on next Page. 

the public sector increased 


The above. table shows that the outlay in s 
from Rs.434 crores in the First Plan to Rs. 22,596 crores In the Seven! 
Plan. As a result of the increased outlay in the transport system, the 


following progress has been made : 


Table2 
Annual Growth Rates During 1950-51 to 1984-85 (percent) 


Rawy passenger traffic 
ailway goods traffic 
Road length 


Port traffic 
Overall trend growth 
Tate of economy 


rate of transport 
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The transport system has helped the national economy to grow. The 
growth rate during 1950-51 to 1984-85 has been 3.5 percent per annum. 


Indian Transport System 
Railways Road Inland water Shipping Air 
Transport transport transport 


Railways : The Indian Railways are the nation's life-line and the 
principal mode of transport in the country. From a modest beginning in 
April 1853, when the first railway train steamed off from Bomaby to 
Thana, a stretch of 34 kilometres, the Indian Railways has now a route of 
61836 Kilometres. It has now grown into Asia's largest and world’s 
fourth largest railway system. It is the biggest public undertaking in the 
country. About Rs. 13,306-9 crores (1986-87) are invested in Railways. 
It provides employment to 16,12,000 persons. During 1986-87, they 
carried 358-0 crores passengers and 30-7 crores tonnes of goods traffic. 
Indian railways run about 12660 trains every day connecting 7092 
Stations. Tt hos electrified 7,275 Kilometres route. It had 4,950 steam 
engines, 3,182 diesel engines and 1,366 electric engines in March 1987. 
Number of coaches and goods wagons were 28,000 and 3,54,000 
respectively in March 1987. 

During 1950-51 and 1986-87 railway route increased from 53,596 
Kilomenes to 61836 Kilometres; electrfied route increased from 358 
Kilometres to 7,275 Kilometres. Number of passengers increased from 
12,840 lakh to 35,800 lakhs, goods traffic from 930 lakh tonnes to 3,070 
lakh tonnes. Indian railways have made remarkable progress in attaining 
self-sufficiency in equipment and stores. Railways are supported by 
three other public undertakings, viz. Chittaranjan Locomotive Works, 
Varanasi Diesel Locomotive Works, and Perambur Integral Coach 
Factory. Production is also supplemented by Bharat Earth Movers Ltd. 
and Gessops. 


Indian railways have some problems. The rate of accidents is very 
d improvements. Operational 


high. Railways need modernisation ani r 
efficiency of railways has suffered because of old tracks. Increasing 
incidence of thefts on the railways has resulted in heavy losses. Railways 
are carrying the heavy goods and foodgrains traffic at a loss in the 
Interest of the nation. 
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Economic Effects of Railways 


Before the advent of the railways, the Indian farmers had only local 
trade but now our agricultural goods like cotton, jute and oil seeds are 


8,33,000 Kilometres and unsurfaced length is 9,39,000 Kilometres. The 
Toads of our country can be classfied into four categories : 


(a) National Highways : They are managed by Central Government. 
The iength of these roads is 32138 Kilometres and the number is 40. 
"Country roads going from one corner to the 
other corner of the land. Main roads are Eastern Grand Trunk Road from 
Calcutta to Amritsar, Northern Grand Trunk Road 
Delhi, Bombay Calcutta Road, Bombay Madras Road, Calcutta— 
Madras Road and Poona— Vijayawada Road. 


The Union Government Set up in 1960 a Border Road Development 
Board to develop transport facilities in Ni 


(b) State Highways : ‘These roads connect the state capitals with each 


Other and the capital of India, Maintenance of these roads ig the 
responsibility of the state governments, 


(d) Village Roads : 


developed in villages to link all villages with cities and towns under 
Minimum Needs Programme (MNP), Rural landless Employment 


Village Panchayats and the State governments, They connect the villages” 
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Guarantee Programme (RLEGP), and National Rural Employment 
Programme (NREP) and Command Area Development (CAD). The 
MNP envisages linking of all villages with a population of 1500 and 
above and 50 percent of the villages with a population between 1000 & 
1500 through roads by the end of Seventh Plan. As compared to the 
railways, the road transport system has some advantages. India’s remote 
areas, spread out villages and cultivable fields can be reached by roads 


only. Road construction does not require large capital and there is no 


need to import technology from foreign countries. Road transport offer 
port is good for short 


substantial employment opportunities. Road trans 

distance travel as well as movement of goods. Door to door collection 
ind delivery are possible in the case of road transport. India is a country 
of villages and it is only roads which can connect villages and help 
industrialisation of rural areas. The railway stations have to be properly 
served by a network of feeder roads. Good roads help the farmers 1o 
move their perishable products like vegetables quickly to the mandis and 
towns. Road transport can reach the natural mineral wealth of the 
country which is spread out. Roads are highly significant for the defence 
of the country. In times of emergency, it is necessary that the troops be 


Moved from one place to another. 


The Seventh Plan has rightly pointed out 
economy is still largely agrarian in character an 
Tural oriented, roads constitute à critical element of the transportation 
infrastructure, Road construction and maintenance 
employment opportunities. Road development will thus con 
an important role in the Seventh Plan”. 
in (€) Border Roads: The Border Roads Devel 

March 1960, for accelerating economic~ 
Strengthening defence preparedness through rapi 
ee emia of road commnu 
em ‘en Kash develops Pradesh, Sikki 

an agit adesh, | 
Nagaland, eit fs Mizoram, ‘Arunachal Pradesh, et 
Andaman and Nicobar Islands and also Bhutan, The Border Ro 
os (BRO) besides or 
ction of ai uildings UN 
fence lets qn i^ Border Road Organisation (BRO) has 
(constructed about 18500 Kilomet 9 and are maintaining about 
17500 Kilometre of roads in the various regions of their operation. 


opment Board was set up 
ic development and 
d and coo! inated 


activities OW enc 
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Road Development under Plans 
In the first three plans and the three Annual Plans, a sum of Rs. 1,104 


At the beginning of ihe First Plan, India had only 1.57 lakh 
Kilomenters of surfaced roads. It increased to 2.34 lakh kilometres by 
71 and 8-33 lakh kilometres by 


664,000 in 1960.61, to 18,65,000 in 1970.7; 


Percent per year. The Seventh Plan 
percent of both the track and bus fleets 


The plan-wise public 
transport is given below: 


Sector outlay in percentage of the total outlay on 


Table 3 
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PERCENTAGE OUTLAY 


PLANS 


Fi 
igure 3:3:1: Plan-wise Outlay on Transport as percentage of total Outlay 


baud good progress has been made by the road transport system of 
Ron. a lot more has to be done to improve the road system in our 
Surface, Only 47 percent of the road length is provided with proper 
fas a a Even in the National Highways 30 percent of the road length 
Poise ae road pavement. About 36 percent of the villages in the 
from se 4o not have all weather roads. The road grid as a whole, suffers 
Vehicle Tlous constraints like delay, congestion, fuel wastage and higher 

Operating costs. Recently the Central Government has 


consti 
Pie ee an autonomous authority to look after the maintenance and 
i opment of national highways. 
h 
€ Road Transport Corporation Act of 1950 


The road transport is undertaken by State Governments; private 
In 1950, the Government of India 


o 
eee and cooperative agencies. 
lae oad Transport Corporation (RTC) Act 1950 empowering the 
Sec overnments to establish road transport corporation to provide, to 
ure or promote efficient, economical and coordinated system of road 
nationalised services 


tra; 
nsport services. Taking all States together, 
te Governments are constantly 
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attempting to nationalise more and more routes. Goods transport 
continues in the unorganised sector in the hands of private operators. 


Rail-Road Coordination 


Railways and roads are complementary to each other as both are 
mutually helpful. The road System links the cultivators with the local 


users and the final consumers. Road and railways are thus 
complementary. Efforts should be made to eliminate competition and 
bring about coordination between the two transport services. 


INLAND WATER TRANSPORT 


Since the earliest times, water transport is being used for carrying 
Passengers and goods in India. Water transport is the cheapest mode of 
transport. The path is natural and it requires no maintenance. The length 
of navigable Water-ways in India is about 14,153 
this Only about the fifth is navigable by Steamers. Im 


the Godavari, the Krishna, the Mahanadi 


Inland water transport is a State subject. The development schemes 
are mostly taken up by the states as centrally sponsored schemes, In the 
various plans, some Provision was made for the development of Inland 


» Rs.61 crores in Sixth Plan, 
Rs.12:2 crores in Fifth Plan, Rs.10 crores in Fourth Plan and Rs.3.9 
crores in Third Plan were provided, 


Internal water transport system in India suffers from the following 
defects : 
i 


() During rainy season the rivers have strong current and it 
becomes difficult to navigate. 


Gi) Water in rivers remain shallow and the depth is further reduced 
on account of silting. 
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(iii) Our rivers do not offer a path-way for ships from the place they 
enter the sea. 


(iv) Rivers are mostly used for irrigation purposes, littie water is left 
for navigation. 

Shipping 
India has the largest merchant shipping fleet among the developing 
countries and ranks 16th in the world in shipping tonnage. As compared 
to 1-92 lakh GRT (Gross registered tonnage) at the time of independence, 
the country’s operative tonnage at the beginning of the Seventh Plan was 
54-7 lakh GRT out of this Public Sector Undertakings of the Central 
Government owned 54 percent. The number of ships was 361. On 30- 
Res the total number of ships was 377 and GRT was 55.90 lakh 

nns. 


Accoring to the Annual Report of 1988-89 of the Ministry of Surface 
Transport the growth of Indian shipping tonnage since 1961 is presented 


` by the figure 3:3:2. 
IN MILLION GRT COASTAL OVERSEAS TOTAL 


Fig. 3:3:2 
SHIPPING—INDIAN SHIPPING TONNAGE: 


There are 69 shipping companies in the country of which 18 are 
engaged exclusively in the coastal trade, 43 in overseas trade and the 
Temaining in both coastal and overseas trade. The Government shipping 
companies viz. Shipping Corporation of India (SCI) and the Mogu! Lines 
Ltd. carry on both the coastal and the overseas trade. 


Ltd, which had a fleet of 18 vessels has been merged with Shipping 
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Chowgule Steam Ships Ltd., Dempo Steam Ships Ltd. and Damodar 
Bulk Carriers Ltd, 


Builders and Engineers at Calcutta and Mazagon Dock at Bombay. All 


these Ship Yards are in the public sector. There are 15 major repair dry 
docks. 


There are 11 major ports in the country out of which Nhava Sheva has 
been dedicated to the nation in the month of May, 1989 by Sh. Rajiv 


Problems of Indian Shipping Are : 
(i) Inadequacy of tonnage capacity. Indian ships carry only 41 
Percent of the India’s total sea borne trade. 
(ii) Indian container fleet is almost negligible, 
(ii) High operating costs and hence weak competitive Strength. 
(iv) Indian Shipping compani 


ies face stiff competition and 
discrimination from well-established international shipping 
companies, 


(v) Indian shipping suffers from inadequate infrastructure support 
like ship repair facilities, dry docking and cargo handling. 
Government is making attempts to remove these difficulties. 


Indian ! 
The Seventh Plan has provided an outlay of Rs.830 crores on shipping 
and another Rs. 1,260 crores on ports. 
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AIR TRANSPORT 


E om has a singificant role to play. It offers saving in time that 
- Son: by surface transport over long distances. Air 
TU gen elps optimise technological, managerial and adminstrative 
lance pense scarce economy. This is an expensive mode of 
i -transport is relatively independent of physical features 
Mountains, deserts and forests etc. = K r 


ra air service is an origin of the 20th century. U.S.A. used 
‘hehe ee in 1926. In India, the Civil Aviation Department was set up 
ror . E transport has registered a very high growth rate during the 
Eiane cs in respect of domestic and international air transport. For 
teen n numbers of passengers carried in the domestic airlines 
Ein m 7-45 lakhs in 1961 to 91-80 lakhs in 1986. The freight 
flights ometre flown rose from 8 crores to 72 crores. In the international 
Tite s Progress too was impressive. The numbers of passengers carried 
frei h arply from 2.29 lakhs in 1961 to 23-16 lekhs in 1986 and the 
ight tonne kilometres from 95 tonnes to 1,197 tonnes in 1986. 


is scheduled air-service to maintain domestic and international air 
Tro) are operated by two public sector corporations, viz. Indian 
Air vw and Air-India, both of which were established in 1953 under the 
Bomb Orporation Act, 1953. There are four International Airports: 
Ma ay (Sahar), Calcutta (Dam Dam), Delhi (Indira Gandhi) and 


dras (Meenambhakkam) and 91 other aerodromes in the country. In 
been formed. The Indian 


and some neighbouring 
Maldives and Sri Lanka. 
ies. Vayudoot provides 

In 1985, Helicopter 
renamed as 


i another air-service named Vayudoot has 
eue provides service within the country 
: o such as Pakistan, Bangladesh, Nepal, 
dau provides service to 34 foreign countri 
Cone to north-east sector of the country. 
a ration of India was set up and in 1987 it has been 
wan Hans Limited. 


PIPELINES 


paces are most suitable mode of 
SN am long distances. Prior to l j 
BUS to transport the crude from the Nahar-katiya Oil-fields to 
Pipeli ati and Barauni refineries. Since then, various multi-product 
Ahm nes had been laid. These are Guwahati-Siliguri, Koyali- 
Map ud, Barauni-Kanpur, Haldia-Maurigram Rajbandh, Salaya io 
Pipelines Mathura to Jalandhar via Delhi and Bombay-Pune. These 
remota aae for transportation of crude oil, natural gas and 


transport of the petroleum and 
1964-65, pipelines had been 
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In the Seventh Plan, transportation of coal from pit Head to thermal 
power stations is peing taken to establish the economic and operational 
feasibility of moving coal in slurry form. 

COMMUNICATIONS 


Commerce, trade and industry require a proper communication system 
within the country and overseas. The communication system comprises 
postal services and telegraph services, telephone services and overseas 
communications. After independence the communication services have 
made remarkable progress: 


The following table gives us a vivid picture of the progress of these 
services for the last 25 years. 


Table4 
(Selected Indicators of Communications) 


l. Post Offices (000) 
2. Telegraph ('000) 
3. Telephones ('000) 


1985-86 
145 
42 
4044 


Some other indicators are as under: 


1. Telex services are available at 176 cities. Installed capacity of 
29844 lines and 22,552 working telex connections. There are 101 
countries connected with Telex. 


2. Subscriber "Trunk Dialing Service(S7D)Operating in 450 cities. 


3. Overseas Direct Telephone Service : Direct telephone service is 
available with 164 countries. 


Postal Services : The postal department was set up in 1854 when 
about 700 post offices were already functioning in the country. Postal 
services have made remarkable progress during the planning period. In 
1985-86, there were 1,45,000 post offices. In the rural areas, we have 
1,29,000 post offices, On an average, each post office serves about 5,200 
persons and covers an area of 22-16 square kilometre. More than 99 
percent of the villages have been provided daily mail delivery services. 
In 1975, Quick Mail Service was introduced. Mail is carried both by 
surface and air. Under the All Up Scheme, all inland letters, cards, 
Tegistered letters and moneyorders are normally carried by air without 
surcharge. Postal Index Number (PIN CODE) was introduced in 1972. 
The code has 6 digits which helps to identify and locate every 
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departmental delivery post office. The first digit indicates the region, the 
second the, sub-region and the third the distributing district where as the 
last three digits indicate the delivery post office. 


Telegraph Service : This service was first started in 1851. As on 31st 
March, 1986 about 42,000 telegraph offices were working in India. In 
1960-61 the number was 12,000. Telegraph services are assisted by 
Telex services available in 176 cities which have an installed capacity of 
29,844 lines and 22,552 working telex connections. 


Telephone Services : Starting with a small 50 line manual telephone 
exchange in 1881-82, in Calcutta, the present size of the service has 
reached the order of about 40,44,000 telephone lines. There are 11,500 
telephone exchanges in the country in 1988. Though number of 
telephones has increased constantly, yet there is still a long waiting list in 
all the places. The STD service was first introduced in 1960 between 
Kanpur and Lucknow. Now it is in operation at 450 cities. Direct 
telephone service is available with 164 countries. India's external 
telecommunications are operated by the Videsh Sanchar Nigam Ltd. 
(VSNL), previously known as Overseas Communications Services 
(OCS). With the commissioning of India’s satellites, the VSNL is 
operating through them. Our international network is working with the 
help of satellites, sub marine cable, high frequency radio and troposcatter 
communication facilities. 

International programme transmission (Voice cast) service is another 
facility extensively used by foreign broadcasting organisations and news 
agencies for sending live reports for broadcast on their home radio and 
TV networks. 

Leased teleprinter circuits 
agencies to allow free flow 
world. 

International TV relay transmission and reception via INTELSAT at 
both Bombay and New Delhi gateways are provided by VSNL. The 
service is becoming increasingly popular particularly during international 
events, matches and VIP visits. 

Points to Remember 


at concessional rate are available to press 
of information to various countries of the 


1. Transport and co mmunication system provide essential infrastructure for 
development of a country. Exchange of ideas, culture and knowledge 
become possible. 

2. Good Transport System is helpful to broaden the market for goods, helps 
better utilisation of natural resources, helps mobilisation of factors of 
production. Industries producing locomotives, motors and ships get 
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incentive. It stimulates setting of large and heavy industries, helps to 
break isolation and get people into mainstream of national life. 


. Public Sector outlay on transport in First Plan was 434 crores, Second 


Plan was 1,100 crores, Third Plan was 1,983 crores, Fourth Plan was 
2,522 crores, Fifth Plan was 4,078 crores, Sixth Plan was 12,080 crores 
and targeted in Seventh Plan for Rs. 22,596 crores. 


Transport system has the annual growth rate—Railway passenger traffic 
3.7 percent, Railway goods traffic 4.3 percent, Road length 4-5 percent, 
Port traffic 5-2 percent, and Shipping 11 percent. 


Railways are the nation’s lifeline. Started in 1853. Have a route of 
61,813 kilometres, about Rs.13,306-9 crores are invested in railways. 
Railways has some Problems—large number of accidents, needs 
modemisation and improvements, increasing incidence of thefts. 


Road Transport: Largest in the world.Road length 17,72,000 kilometres. 
Four kinds of roads—National highways, State highways, district roads 
and village roads. Good roads are helpful to farmers, industries, defence 


of the country. Road transport offers substantial employment 
Opportunities, 


Inland water transport is a state subject. It is the cheapest mode of 
transport. The path is natural and it needs no maintenance. The length of 
navigable water-ways in India is 14,153 kilometres. Inland water system 
suffers from—during rainy season strong current, water in rivers in other 
seasons remains shallow, rivers do not offer pathway for ships, rivers 
used for irrigation so little water for Navigation. 


-- Shipping-Indie has the largest merchant shipping fleet. We have 54-7 


lakh G.R.T. Public sector owns 54 Percent. There are 69 shipping 
companies. Shipping Corporation of India (SCI) is one of the biggest 
shipping line of the world. Four major ship building yards. There are 11 
major ports. 


Problems are-inadequacy of tonnage capacity, Indian container fleet is 
almost negligible, face stiff competition, inadequate infrastructure. 


. Air-transport started in-1927, Airlines carried 91-80 lakh passengers in 


1986-87. Indian Airlines, Air India, Vayudoot, and Pawan Hans Limited 
are air services of India. 


Pipelines are most important and suitable mode of transport of gases and 
Petroleum. Now transportation of coal and iron ore is also done by 
Pipelines. 


12. 
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Communications-post offices, telegraph, telex, teleprinters, telephones, 
Overseas services through satellites etc. are means of communications. 
International TV relay transmission and reception via INTELSAT are 
provided by VSNL. Live telecast of important international events, 
matches and VIP visits have become possible. 


Questions 
Write short note on Role of transport ‘and communication in Indian 
economy. 
Briefly describe the recent development of means of transport and 
communication in India. 


(HINT:- Considerable progress in means of transport and 
communication. Fast moving traffic through roads, air transport, railway 
transport and water transport. Air-India, Indian Airlines, Vayudoot and 
Pawan Hans Ltd. are air services. Road Transport has more or less been 
nationalised.) 

Explain the role of transport and communication in national 
development. 


Explain the importance of Railways in India. 


What progress has been made in respect of road transport in the country? 


Briefly describe the Inland water transport and air transport in India. 


What progress has been made in postal services, telegraphs and 


telephones? 


4 


Development of Human Resources 


Labour is the most important factor of production. Without it no other 
factor can work. Land cannot be cultivated without human resources. 
Machines cannot run of their own. According to Prof. Whipple, “A 
nation's true wealth is neither in its land and water, nor in forests and 
mines, nor in its flock and herds, nor in dollars but in its wealthy and 
happy men, women and children.” According to Prof. Arthur Lewis, 
"The economic development of a nation depends on the behaviour of the 
people. Natural resources determine the direction of development of a 
country. But to accept it or not depends omn human mind". Now-a-days, 
all planners believe that the building of a modern nation depends upon 
development of people and the organisation of human activity. If this 
resource is developed properly, it can do wonders. Natural resources can 
be utilised fully. New products and new methods of production can be 
found. Economic growth can be accelerated. Welfare of the society can 
be increased. The economy can Swiftly move on the path of progress. 


The development of human resources means raising the quality of the 
population of the country. The increased quality of human beings can 
raise the performance of economic activities. Human resource 
development is a key factor in the process of growth and development. 
The success of any development strategy depends largely on the extent to 
which human resources are developed in terms of skills, education, 
health and well-being. Large stock of population in India can be a 
Precious asset if they are provided with reasonable levels of health and 
are trained and educated on sound lines. Education develops basic skills 
and abilities, and thereby boosts productivity. It also fosters a value 
system conducive to the national goals and preserves and promotes the 
Cultural ethos of the country. Level of health is an equally vital input for 
the economic development. Better health facilities and balanced nutrition 
add strength and stamina to the physical capabilities of the population. 
Welfare measures for the poor make them better fitted for their work and 
make them more knowledgeable about economic opportunities. Properly 
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organised cultural activities change the attitudes of the people. Thus, 
investment in human resources makes workers efficient and physically 
strong. Their attitudes become scientific. 

Importance of Human Resources Development in India 


For India, investment in human resources is important for the 
following reasons: 


(a) 


(b) 


(c) 


(à) 


(e) 


Let us discuss the development of h 
formation under the following heads. 


With the human resource development, we can exploit better 
our abundant natural resources and in this way Our national 
product can increase and as a result per capita income vill 
increase. 

Correlation between various resources can be established by 
development of human resources. 


Modern technology is becoming more and more complex with 
the growth of science. Machinery and equipment are becoming 
more sophisticated. Their efficient operation requires skill and 
technical knowledge. Heavy and basic industries can be 
successfully run, if the skills and knowledge of the people are 
increased. . 

In order to keep pace with development 
production and the management techniques, 
the knowledge of human resources. 


Backward social system and primitive attit 
be changed by education. 


of new methods of 
we have to increase 


udes and beliefs can 


uman resources or human capital 
In fact the following: are the 


determinants or factors of human capital formation: 


1. Education and Training. 
2. Health and Nutrition. 
3. Water Supply and Sanitation. 


4. Cultural activities. 


5. Housing. 


6. Environmental improvement. 


To this list, we may 


add technical assistance, expertise, consultancy 


and social services. 
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Education and training 


The significance of education was realised even during the national 
movement. Gandhiji suggested the basic education system which was 
based on dignity of human labour, progress and peace. It was pe 
commensurate with the economic aspirations as well as social an 


Education in India is 
Union Government Provides the nec 
national interests, It al 


National Policy of 
ntral Government is making efforts to have a 
tion for the whole of the country. 

In India, large expenditure 


has been incurred for the expansion of 
education and training facilitie; 


S. The following figures speak about the 
same: 
Table 1 
Expenditure on Education 
(Rs. crores) 
Year Plan Non-Plan Total Expenditure as 
Expenditare Expenditure percent of NNP 
20 94 114 13 
90 154 2-6 
115 1003 


Source : Seventh Five-Year Plan. 
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, We may see from the Table 1 that expenditure on education 
increased from Rs. 114 crores (1950-51) to Rs. 7,642 crores in 1985-86. 
As a result of the increased expenditure, the number of educational 
institutions has more than doubled; the number of teachers and students 
has gone up by about three times, the percentage of school-going 
children in the age group of 6-11 has increased from 42.6 percent to 85 
percent. Primary education is now free in all the States, and compulsory 
in most of the States. The number of institutions imparting occupational 
and technical education has gone up. Many specialised institutions like 
the Delhi School of Economics, Institute of Economic Growth, Indian 
Statistical Institute, Indian Institute of Agricultural Research, Tata 
Institute of Social Sciences, Indian Science Academy, Indian School of 
Mines, Forest Research Institute, All-India Institute of Medical Sciences, 
Indian Institutes of Management, Indian Institutes of Technology have 
been set up to provide taining and research facilities in their respective 
fields. A National Rural Higher Education Council has been set up to 
advise the Government on rural education. 


Table(2 
Number of Educational Institutions 


1950-51 | 1960-61 |! 970-71 | 1980-81 |1 986-87 


1. Primary 
Schools 3,30,399 4,85,538 
2. Middle 
Schools 49,663 1,16,447 
3. High/Higher 
Sec.Schools 17,257 51,594 
4. Aris, Science 
and Commerce 
Colleges 1,161 3,393 
5. Professional 
i 82 
Institutions 381 13 
44 123 


6. Universities 


Source : Educational Statistics, Department of Education, 1987. Annual Report, 
evelopment 1988-89 


Ministry of Human Resource D 


of Human Resource Development provides, the following figures for the 
Browth of Educational Institutions (schools) ftom 1950-51 to 1986-87: 


(FIGURES IN 000'S) 


NO. OF STUDENTS IN LAKHS 


è 


8 


GROWTH OF EDUCATIONAL INSTITUTIONS 
(SCHOOLS) 


8 


1970-71 1986-87 
YEARS 
EZ PRIMARY MIDDLE [ — ]sec.un. sec 
Figure 3:4:1 
GROWTH OF ENROLMENT 


CLASSES 
EZ NY v.-vn xxxi EJ DEGREE a ABOVE 


Fig. 3:4:2 


Above figure No. 3:4:2 provides information about the growth of 
sti in our schoojs since 1950-5]. 


Table3 


Progress of enrolement of students-elementary education 
illion 


1950-51 
1960-61 


1970-71 
1980-81 
1984-85 
1985-86 
1986-87 
Percent 


Family Welfare Year Book 1986-87. Annual 


Source : Ministry of Health and 
Resource Development 1988-89. 


Report, Ministry of Human 


TECHNICAL EDUCATION 
(NUMBER OF INSTITUTIONS) 


INSTITUTIONS 
(THOUSANDS) 


70-71 1980-81 


0 ZS 
1950-51 1960-61 


ARS 
WZ DEGREE & ABOVE ESSSS BELOW DEGREE 


Figure. 3:4:3 
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Table4 
Number of Students in High/Higher Secondary, University and Above 
(000 NOS) 


HighlHr. Secondary University and above 
Intermediate 


1481 


1950-51 
1960-61 
1970-71 
1980-81 
1985-86 
1986-87 


Source : Ministry of Human Resource, Annual Report 1988-89. 


TECHNICAL EDUCATION 


1950-51 1960-61 1970-71 1980-8 


8 


-87 


YEARS 
DEGREE & ABOVE ENS] BELOW DEGREE 


Figure. 3:4:4 
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E Table 5 
ngineering, Technology and Medicai Educational Institutions and Students 
(Numbers) 
1960-81 1983-84 


1950-51 
35 


13,268 


- Engg. and Tech. Colleges 
Colleges 
Students 
2. Engg. and Tech. Schools 


156 
1,12,968 


schools 4326 

iden 4,05,707 
3. Medical Colleges 

arom 106 
Puit 10,818 


Source : CSO, Basic Statistics relating to Indian Economy, 1985. 


GROWTH OF EDUCATIONAL INSTITUTIONS 
(COLLEGIATE) 


(THOUSANDS) 


YEARS Ery PROFESSIONAL 


GENERAL 
ua EDUCATION EDUCATION 


Figure. 3:4 5 
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From the above tables, it would be Observed that significant progress 
has been made in the spread of general education. Literacy rate is me 
indicator of the progress. In 1951, literacy percentage was 16.6 whic 


The progress in respectof vocational and technical education has been 
rather slow. Technical courses at higher levels have been expanding as 


education, facilities have been provided for Practical training. Under the 
apprenticeship training scheme, employers in a number of specified 
industries provide facilities for on the job-shop-floor training. There is 
also provision for part-time training for industrial workers. 


All the existing facilities are Not adequate for our growing needs. 
Many people in rural areas are without courses relevant to theif 
environment. The children who Study in schools receive mostly general 
education, They are taught very little about any vocation. 

Health 


Improvement of health Conditions is another aspect of human resource 
development. While educati ini 


faculties, good health and pi 
of individuals, Generally i 
socio-economic Progress, 


In India health conditions have improved Considerably in the last 20 
years, yet the average standard of health in India is poor, The main 
causes of poor health in India are:- 


1. Malnutrition : Widespread malnutrition contributes to the 
incidence and severity of health Problems. It poses a major threat to 
children and pregnant mothers. Malnutrition weakens normal body. It 
Contributes to premature births and to abnormally low weight of babies at 
birth. 


2. Insanitary conditions and housing : Poor sanitation, mize 
drinking water, sub-standard dwellings lacking in space, ventilation an 
Sunlight tend to increase the incidence of diseases thus lowering the 
health standard of the individuals, 


— OP 


317 


3. High birth rate and high mortality affects the health standards : À 
number of health risks derive from high fertility rates in India. High 
mortality rate among children induces families to have many children so 
that they can assure themselves of a few surviving children. This 
naturally affects the health standards. 


4. Poverty : Millions of people in India do not have enough to live 
upon. They cannot afford to get both times meals. They are weak and 
Prone to many ailments. The reason for this is obvious. People do not 
get full time work; so their incomes are not sufficient to provide 
sufficient food and medicines. Being weak, they get exhausted soon. 
Their wages remain low and in turn get weaker and weaker. 


Health and Five Year Plans 

Realising the importance of health care, the Government initiated 
medical facility programes since the advent of planning. India has signed 
an International Declaration known as ALMAATA committing itself to 
achieve Health for all by 2000 A.D. Asa result of increased expenditure 
in health care, life expectancy in India has increased from 27.4 years in 
1941-51 decade to nearly 54.7 years in 1985-86. Infant mortality rate 
declined to 110 in 1981 from 146 per thousand in 1951. The expenditure 
On health and family planning plan wise is as follows: 


Table 6 
Plan Outlay on Health & Family Welfare 


(Rs. in Crores) 


Source : Seventh Five Year Plan. 
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Table7 
Progress of Health Services 


Registered doctors 
Registered Nurses 
Medical Colleges 


From the above table, it is clear that the number of hospitals has 
increased by three times, beds by 5 times, dispensaries by four times and 
doctors by 6 times. All this shows that there is an improvement in the 
health infrastructure. 


Imbalance in the growth of health care units between the rural and 
urban areas is the noteable draw back of our health care programmes. In 
the recent years, the Government has taken Steps to expand rural health 
facilities through the net work of community .health centres, primary 
health centres and sub-centres. 
Family Welfare 

Family welfare programme is another measure to improve health of 
the people. Itisa voluntary programme covering health, maternity and 
child care, women's rights and nutrition. It consists of intensified efforts 
to spread awareness and information through mass-media; provision of 
Services and supply of family welfare measures at the doorsteps of the 
acceptors; increasing female literacy, imparting population education to 
youths at various levels, etc. 


Family welfare programme was initiated in 1952 in the First Pian and 
it was called Birth Control Programme. In the Third Plan, it was linked 
with the health of the child and the mother. In the Fourth Pian, 
Programme for family welfare was started. Now it is a programme of 
Protection of child and mother against certain diseases through 
immunisation measures. Prevention of blindness among children by 
Providing medicines is another programme under this scheme. Various 
Programmes have been started by the State Governments to fight 
nutritional deficiencies among mothers and children, 


The government is spending lot of money on Family Welfare 
Programme. In the First Plan, Rs. 14.50 lakhs were allotted for this 
Programme and in the Sixth Pian, it increased to Rs. 1,448 crores. In the 
Seventh Plan, provision of Rs. 3,256 crores has been made. During 
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1986-87, 31.73 million women, 111.99 million children were the 
beneficiaries of maternal and child health services. 


Nutrition 


Majority of Indian population suffers from malnutrition. Indians do 
not get balanced diet. Our food habits provide an unbalanced diet 
containing more of carbohydrates and fat, but a very low protein content. 
Malnutrion produces two-fold effects viz. physical retardation and mental 
retardation. Physical retardation means poor physique, retarded growth, 
poorly developed body-muscles, less deposition of fat under the skin and 
dry and dull skin of sullen yellow colour and low working efficiency. 
Mental retardation means restlessness, lack of concentration, less mental 
growth, poor nervous-muscular coordination and poor social adjustment. 


Various surveys conducted in different parts of the country have 
Tevealed that undernutrition and malnutrition are prevalent in large 
Sections of the population. To fight malnutrition, State Nutrition 
Divisions have been set up in various states. These divisions (i) assess 
the incidence of nutritional deficiency in various groups, Gi) conduct 
Nutrition education campaigns, and (iii) supervise supplementary feeding 
Programmes. 


The most affected proportion of population is young children, 
em, various nutrition 


Pregnant and expectant mothers. To protect th 

Programmes have been started by the Government. Some of them are: 
(i) School mid-day meals programmes for primary school children, (i) 
Special nutrition feeding programmes for pre-school children, L6. 
Children below 6 years and pregnant and expectant mothers in City slums, 
backward rural areas and tribal areas in different states. Other measures 
are supply of concentrated dose of Vitamin ‘A’ to children to con! 
blindness among them, mixture f iron and folic acid are 


: and tablets O 
given to women and children to control anaemia. 
UT India 
The National Institute of Nutrition, Hyderabad and the All In 

Institute of Hygiene and Public Health, Calcutta are lat ia 
Organisations in India for nutrition research and training O 
Workers, ' 
To fight mal-nutrition, help of UN ICEF. is taken e the esie 
milk powder. This milk powder is distributed throug dh 
Centres, About 1 crore 31 i provided free afternoon 
zn or milk at their Las en 
Oluntary organisations also help the UII E 
Yohineary pers national awards have been instituted from 1979. In the 
same year a National Children’s Fun 
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International Year of the Child to finance the activities for the welfare of 
Children. A nutrition education programme to propagate the use of 
balanced food has also been started. 


Water Supply and Sanitation 


Supply of pure drinking water and proper sanitation also contribute to 
the health of the people. Many diseases and epidemics are caused by 
insanitary conditions and drinking contaminated and sub-soil water. 
Cholera epidemic in Delhi during 1988 is an example of the same. Water 
supply and sanitation are state subjects and the schemes relating to these 
are formulated and implemented by the respective State Governments. In 
1954 the National Water Supply and Sanitation Programme was launched 
to assist the States in their health plans. In the same year the Central 
Public Health and Engineering Organisation (CPHEO) was also set up to 
provide technical advice and guidance to State Governments in the 
preparation and execution of their schemes. In the 20-Point programme, 
supply of drinking water to villages has been given top priority. During 
the Five year Plans, financial expenditure on Water supply and Sewerage 
has been in the following manner : 


Table8 
Expenditure on Water Supply and Sewerage During the Plans 
(Crore rupees) 


Source : Seventh Five-Year Plan. 


In the Fifth Plan, State Governments spent Rs. 920.41 crores and the 
Central Government Rs. 100.80 crores on water supply and sanitation 
programmes. In the Sixth Plan expenditure increased to Rs. 3,307.80 
crores by State Governments and Rs. 614.22 crores by Central 
Government. The break up of expenditure is as follows : 


Table 9 
Outlay on Water & Sanitation 


(Rupees Crores) 


1,554.24 
1,753.56 


602.22 
12.00 


3. Rural water Supply programme 
4. Prevention & control of water and air-pollution 


Source : Sixth Plan 


321 


Though as a result of the efforts made by the Government towards 
Supply of drinking water many people living in villages and towns have 
been benefitted, yet around 50,000 villages have not got the facility of 
safe drinking water, about 1,229 towns do not enjoy the amenity of 
Protected water supply. In the Seventh Plan, all the remaining villages 
will be covered with potable drinking water and all industrial towns and 
Cities will be covered fully in respect of sewerage facilities. The position 
Tegarding safe drinking water and sanitation facilities is unsatisfactory. 
Even in Class-I cities, arrangements are not fully satisfactory. 


Cultural Activities 


Properly organised cultural activities induce changes in the attitude 
towards work and income. Recreational facilities after hard and manual 
work refreshes the workers. Unless a man is properly entertained, mere 
Provision of economic opportunities will achieve little. For want of 
Tesource, very little has been done for increasing recreational facilities. 


For the welfare of the youth, many schemes have been initiated. The 
National Service Scheme (NSS) was started in 1969 and now it covers 
7.50 lakh students. The youths help in the programme of rural 
Teconstruction and improvement in the conditions of the life of the 
€conomically and socially weaker sections of the community. They help 
in the construction and repair of roads, school buildings, village ponds, 
tanks and tree-plantation. NSS students participate in programmes like 
(8) environmental enrichment and conservation, (b) family welfare and 
nutrition programmes, (c) improvement in the status of women, and (d) 
education and recreation including adult education. 


A programme Youth for Better Environment has been started to ied 
an awareness among the students about ecological problems of the 
Country. Participants help in the removal of water-hyacinth weeds from 
lakes; pre-plantation of trees on hill tops and community pare 
construction of soak pits and compost pits, construction and laying O 
Parks; and environmental cleanliness. 


The twenty-point programme has given d : 
environment, pe, singing, development of culture; involvement 
Of scheduled castes and scheduled tribe students. Scouting and Guiding 
inculcates the spirit of loyalty, patriotism and thoughtfulness for Chas 

€ sche: Kendra was started in with a view 

panee 1984, a department of Youth 


Serve non-students and rural youth. In 
fairs and Se a set E by the Union Government, In 1985, 


Intemational Youth Year with the theme ‘Participation, Development and 
I Sàce was organised by the Government. Asian games were organised in 
India in 1982, Cultural programmes are organised on all important 


—————E—x———— i-— | 


ue stress to improvement of 
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functions. Mass Media of TV is used to show the cultural events through 
National network programmes. Several swimming pools, playgrounds, 
recreational parks, community centres, stadiums, etc. have been built by 
the Central and State Governments in different parts of the country. 
Song, Dance, and Drama division of the Ministry of Information and 
Broadcasting organises programmes in urban and rural areas. Mobile 
vans show films and film strips in rural areas. Fairs and exhibitions are 
organised by the State Governments. Rural games have been started by 
various State Governments involving rural youth, 


Housing 


Housing is one of the basic necesities of life not only for providing 
shelter from the vagaries of weather, but also responsible for shaping the 
life of individuals. Since independence, India has changed a great deal. 
Even upto the Fourth Plan, the Government was constructing houses for 
government employees. Subsidised dwellings were provided to certain 
selected economically weaker sections of the community. During the 
Fifth Plan, provision was made to provide house-sites to the rural 
landless as well in addition to the schemes operating in urban areas. The 
Sixth Plan stated that shelter is a basic need which must be met. In 1987, 
the United Nations General Assembly decided that by 2000 A.D., shelter 
should be provided for all the Poor and disadvantaged people. India is 
committed to this objective laid down in 1987, the International Year of 
Shelter for the Homeless. Housing is an activity which is labour- 
intensive and therefore it fits in the Strategy of our plans. Construction of 
houses creates much needed employment for the unskilled and therefore 
generates income for the poor. 


In our country, the position of housing is not good. For example, only 
12 percent of the households live in pucca built up houses. Tiled and 
thatched roof houses cover 66 percent of the households. Remaining 22 
percent live in houses in rural India do not have basic necessities like 
water taps, latrines and bathrooms, 


Important housing schemes started by the Government in Five-Year 
Plans are :- 


(i) Integrated subsidised housing scheme for industrial workers and 
economically weaker sections of the community, 


(ii) Low income group housing scheme, 
(ii) Slum clearance improvement scheme. 
(iv) Village housing programme. 

(v) Middle income group housing scheme. 
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(vi) Land acquisition and development scheme. 


(vii) Scheme for providing house-sites to landless workers in rural 
areas. 


(viii) Scheme for environment improvement in slum areas. 
(ix) Subsidised housing scheme for plantation workers. 


(x) Indira Aawas Yojana has been started very recently. Under this 
scheme one million houses will be built during the Seventh Plan 
for the Scheduled Castes and Scheduled Tribes. 


Environmental Improvement 


. Both in the village and towns, better environment for living is as 
important as food, clothing and shelter. Without pure air and water no 
one can survive long. Rapid industrialisation has led to pollution of air 
and water. Growing population has uprooted forests which has resulted 
in soil erosion, floods and air-pollution. The planners paid little attention 
to this problem in the First Three Plans. Only in the Fourth Plan, this 
aspect of development was recognised. The Fifth Plan also stressed the 
need of environmental improvement. The issue of environmental 
protection figured in the election manifestos of all major political parties 
in 1977 and 1980. In November 1980, the Government established a 
Separate department of Environment under a Minister for Environment 
and Forests. The Central Government has taken necessary steps to 
improve the environment. The following acts have been passed by the 
Central Government : 


(a) Water (Prevention and Control of Pollution) Ac 


(b) Water Cess Act, 1977, 
(c) AIR (Prevention and Control of Pollution) A 


(d) Environment (Protection) Act, 1986. 
ife li illi It is closely 
The Ganga is the life line of millions of people. 
interwoven with our culture and tradition, and the health and well-being 


fal i ly bound with its water quality. For the 
mS ER riminately polluted and missued. 


Years together, the river has been indisc | 
The present Prime Minister Shri Rajiv Gandhi has rero ba 
action plan for controlling pollution in the river. In Feb., 1985, the 
Central Ganga Authority was constituted for restoring the quality of 
Water of the river Ganga. 

Tree plantation and plantation on the hills have been taken up under 
Tural development programmes. Measures for soil conservation and 


t, 1974, 


ct, 1981, 
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afforestation have been initiated in addition to town and country 
planning. Industries are being set up in less congested = 
Technology to reduce the emission of pollutants is being canine : 
Efforts have been stepped up to ensure a better human environment, u 
the magnitude of the problem is large and resources are limited. 


Problems of Human Resource Development 


Only after the Second Plan, our planners realised their mistake of 
ignoring the most important factor of production. In fact, certain 
experiments carried out in Russia proved that if proper investments are 
made in human resources, efficiency can increase many times. In the 
Third Plan and thereafter, investment in human resources started. There 
are many problems of human resource development. Some of them are : 


G) Given Low Priority in Plans: Human Resource Development 
programmes have been given low priority in our planning. First 
priority is given to agriculture, second to industry and third to 
transport. Human Resource Development (HRD) found the last 
place in the priority order. 


(ü) Inadequate finance : Human Resource Development (HRD) 
programme claim only a small portion of the Government 
finances. 

(iii) Private sector is not interes 


ted to invest in Human Resource 
Development (HRD). 


(iv) No proper human resource planning. 


(v) Rapid growth of population nullifies all good effects of human 
Resource Development (HRD) programmes. 


(vi) State Governments apathy towards Human Resource 
Development programmes. Almost all the Human Resource 
Development (HRD) Programmes are the direct responsibility, 
under constitution, of the State Governments. The State 
Governments in their turn have been giving lowest priority to 
this area. Some state Governments having realised this mistake, 
started proper investment and they are prosperous States. The 
States which have neglected this sector are poor and continue as 


poor States. 
Points to Remember 
1. A nation’s true wealth is neither in its land and water, nor in forests and 
mines, 


nor in its flock and herds, nor in rupees but its real wealth is in 
happy men, women and children. The economic development of a nation 
depends on the behaviour of the people. 


10. 


ik. 


12. 


. Good health and proper nutri 
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The development of human resources means increasing the quality of the 
population of the country. It is a key factor in the process of growth and 
development. 


For India, Human Resource Development (HRD) is important to enable 
us to exploit better our abundant natural resources. Modern technology 
requires efficient operational skills. New methods require increase in 
knowledge. Education can change primitive attitudes and beliefs. 


Determinants of Human Resource Development (HRD) are— Education 
and training, health and nutrition, water supply and sanitation, cultural 
activities, housing and environmental improvements. 


Education in India is in the concurrent list of the Constitution. The 
Union Government provides the necessary guidelines essential for 
human resource development. It also provides necessary funds. With 
the adoption of National Policy of Education in 1986, the Central 
Government is making efforts to have a uniform system of education for 
the whole country. Large expenditure is being incurred for the expansion 
of education and training facilities. 

tions has increased considerably. The 


Number of educational institu! 1 
g occupational and technical education 


number of institutions impartin; 
has gone up but at a slow pace. 
tion adds to the physical capacities of 
individuals. Improvement in health are accompanied by socio-economic 
progress. In India, health of people is poor because of malnutrition, 
insanitary conditions, unsafe drinking water, substandard dwellings, high 
birth-rate, poverty etc. 


Literacy rate has increased to 36.20 percent in 1986. Seventh Plan outlay 


on education will be Rs. 6,383 crores. 

As a result of increased expenditure on health care, life expectancy has 
increased to 54.7 years in 1985-86. The number of hospitals has 
increased by three times, beds 5 times, doctors 6 times and dispensaries 4 


times. 
Family Welfare programe is another measure to improve health of the 


isi i ill be Rs. 3,256 
people. Seventh Plan provision on this programme will b i 
crores. Majority of Indian population suffers from malnutrition. Indians 
do not get balanced diet. Malnutrition produces two-fold effects, viz. 


physical retardation and mental retardation. 
epidemics are caused by insanitary conditions and 


Many diseases and 
and subsoil water. 


drinking contaminated 
Properly organised cultural activities 
towards work and income. 


induce changes in the attitude 
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12. What measures have been taken 


13. Describe the rural health 


13. Housing is one of the basic necessities of life not only for providing 


shelter from vagaries of weather but responsible for shaping the life of 
individuals. Several housing schemes have been started by the 
Government. 


14. Without pure air and water, no one can survive long. Growing 


population has uprooted forests which has resulted in soil erosion, floods 
and air-pollution. 


15. Problems of human resource development are—low priority in plans, 


inadequate finance, private sector's apathy for Human Resource 
Development (HRD), inadequate human resource planning, state 
governments apathy towards Human Resource Development (HRD). 


Questions 


1. Give out concrete measures for 


the development of human resources of 
the country. 


(HINT : Training and education facilities be extensively provided, birth 
Tate be curbed, standards of cleanliness and hygiene should be improved, 


better medical care should be Provided, standard of living of the people 
should be raised and improve income distribution. 


2. Mention some of the schemes under Programmes for nutrition. 
3. Describe the Progress made in the sphere of education since 1950. 
4. What are the shortcomings of our health promotion Programmes? 


5. Describe the various housing schemes in India for the poor. Also 
mention the problems of housing in India. 


development. 


10. Give suggestions for improving Educational System in India. 
11. What steps should be taken to 


attract children of backward areas to 
schools? 


to give the poor Students a better access 
to educational facilities? 


care system as evolved during the last three 
decades. 


14. 
15. 


16. 


17. 
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Name the three things necessary for good health. 

Describe the steps taken to provide institutional finance for housing 
development. 

Describe the measures that have been taken for provision of house sites 
and assistance for house construction to the rural landless workers. 
Describe the progress in developing rural water supply in the post- 
independence period. 
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Appendix 


Important Questions from All India Senior School Certificate Examination 


Ql 


Q2 


Q3 


Q4 


Q5 


Q.6 


Q7 


Q8 


Q9 


Q.10 


Q.11 


and Delhi Board Senior School Certificate Examination 
UNITI 
Impact of British Rule on the 
Indian Economy 


In what ways did advent of the British rule bring about changes in 
Indian economy? 
(1987) 
State the meaning and the importance of market economy. Explain how 
the development of trade and commercialisation of agriculture during 
the. British rule helped in the rise of a market economy in India ? " 
(198 
Describe how the Britishers exploited the Indian economy for their 
undue gain in the areas of Agriculture, Industry and Trade ? ) 
(1986 
What was the state of Agriculture on the eve of the British rule in 
India? 
(1986) 
Name the main sectors of the Indian economy in which the British and 
other foreign capital was used during the pre-independence period. 
ibe its impact on labour, natural resources and Indian enterprise ? 
(1986) 
adminstration in Tespect 
ade by war-time profits 


State the main aspects of the policy of colonial 
of Indian industry. Explain the contribution m 
towards the expansion of Indian capitalism. 


(1986) 
Discuss 
untry? 


What do you understand by commercialisation of agriculture? 
the consequences of commercialisation of agriculture in our co 


(1985) 
How did foreign capital and enterprise contribute to the Indian 


economic development during the British rule? How did it lead to 


exploitation of labour and natural resources and distort growth of the 
Indian economy? : 


(1984) 
Discuss briefly the factors accounting for the growth of rural 
indebtedness during the British rule in India? 

(1984) 


In what ways did advent of the British rule bring about changes in 
Indian economy? 


(1984) 
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Q.12 Discuss briefly the principal instruments of exploitation, of India's 


resources by the British rulers. 
(1983) 


Q.13 Describe briefly the indicators which suggest that India had been 
transformed into a backward and stagnant economy during the British 
rule. 


(1983) 
Q.14 Enumerate the factors which accelerate the development of market 
economy in India. 


(1983) 

Q.15 How far was the British rule responsible for the decay of Indian 
economy? 

(1983) 


Q.16 What was Indian economy like before the British rule? Enumerate the 


changes brought about during the British rule? 
(1982) 


Q.17 Describe briefly the forms of colonial exploitation during the second 
half of the 19th century. 


(1981) 

Q.18 What were the main characteristics of rural life in India during the 
middle of 18th century? 

- (1981) 


Q.19 Is it true to say that the Indian poverty was the curse of the Bu zd 

Q.20 Briefly discuss the characteristic features of the Indian economy in the 
id H 

mid 18th century hs 


Q21 Did agricultural indebtedness grow under the British rule? If so, what 


were the circumstances behind this development? 


(1980) 
Q.22 Discuss the role of the Managing Agency system in the industrial 
ia during the British period: 

development of India during pe T 

Q.23 Discuss the growth of Indian capitalist enterprise during the period 
1850 to 1940. (1980) 

Q.24 How did the growth of market economy help in the emergence of 
capitalist enterprise in India during the British rule? (80 

Q.25 Enumerate four important causes which led to the decline of 
handicrafts in India in the 19th century. nbus; 


industries in the mid-18th century in 


26 the principal handicraft 
Ej cp pe rt of British goods affect these 


India? In what way did the impo 
industries? 
(1979) 
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Q.27 Discuss the role of foreign capital in the development of an industrial 
economy in India during the 19th century. 
(1979) 
Q.28 Briefly analyse the growth of Indian capitalist enterprise with special 
reference to the cotton textile industry. 


(1979) 
Q.29 Briefly explain chief economic effects of British rule in India. 
(1979) 
Q.30 What were the main factors responsible for the decline of handicrafts in 
India during the British rule? 
(1978) 


Q.31 British rule had both harmful as well.as beneficial effects on the Indian 
economy. Discuss with reference to either agriculture or industry. 
(1978) 
Q.38 Examine the view that the policies of the British Government in India 
hampered industrialisation. 
(1978) 


UNIT II 


~ 


Q.1 "Removal of poverty in India depends on the solution of its population 


problem”. Critically examine the statement and give concrete 
suggestions. 
; (1987,1985) 
Q.2 What is meant by consolidation of holdings? Describe the factors 
responsible for its slow progress in India. 
i (1987, 1985) 
Q.3 Why is it necessary to control the rapid growth of population in India? 
Suggest measures to make the family planning programme more 
effective in the country. 
/ (1987, 1985) 
Q4 Mention the year of commencement of the Seventh Five Year Plan in 
India. Explain the common long term goals of Indian planning. 
a j (1987, 1985) 
Q.5 Criucally appraise the consequences of price rise on various classes of 
people in India. How far has the Government succeeded to check the 
price rise? 
Q.6 (a) Steps taken by Government for economic equality in India. 
(1987, 1984) 
(b) Direction of foreign trade of India in recent years, 
Q.7 Write notes on :- 
(a) Main objectives of planning in India 
(1987, 1986, 1983) 
(b) Population explosion in India 
(1987, 1986) 
(c) Measures for removal of poverty in India. 
(1987, 1986) 


(d) Need for better planning in India. 
(1984) 


Q.8 What is a Mixed Economy? Explain its role in the economic 


development of India. 
(1986) 


Q.9 How would you prove that Indians are poor? What has the 


Government done to remove poverty? 
(1986) 


Q.10 What have been the achievements of the Indian economy during the 

planning period? 
(1986, 1985, 1981) 
Q.11 Write short notes on :- 

(a) India's Export trade. 

(b) Effect of price rise on different sections of Indian society. 

(c) Need for control of population growth in India. 


(d) Causes of inflation. 
(1986) 


Q.12 What are the main causes of poverty among the rural population in 
India? Suggest suitable remedies. 
(1986) 


Q.13 How can economic growth be suitably measured? How is capital 
formation key element in economic growth? 
(1984) 


Q.14 Discuss in brief, the strategy of development in Indian planning, with 
special emphasis on mixed economy and balanced growth. 
(1984) 


Q.15 What are India's principal imports and exports? What incentives is 
Government providing for export promotion in India? 
(1984) 


Q.16 Is it desirable to stop all imports to solve balance of payment problem? 
What will be the adverse effect of such a policy? 
(1984) 


Q.17 What do you understand by the direction of trade? What have been the 
changes in foreign trade during the recent years? 
(1984,1981) 


Q.18 Describe the different stages in the theory of demographic transition. 
Also describe the Indian experience in this context. Why is there an 


urgency for controlling birth rate in India? 
(1984) 


Q.19 Why should the growth of population in India be checked? Give 
specific remedies for the solution of the problem. 
(1983) 


Q.20 Discuss the poor rate of savings and investment in India. Suggest 
measures to improve the position. 
| - (1983) 
Q.21 Discuss the causes of over population in India, Suggest remedies to 
solve the problem. 
(1982) 
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Q.22 Write short notes on :- 
(a) Low per capita income in India. (1982) 
Import trade of Indi 
eoa 2 P (1982) 


Q23 Examine the objectives of economic planning in India. How far have 


they been achieved? 


(1982, 1980) 
nsequences of price rise in various classes of 
people in India. How far has the Government succeeded to check the 
price rise? 

(1982) 
Q.25 Write short Notes on :- 

(a) Steps taken by Government for more economic equality. 
(1982, 1981) 
(b) Direction of foreign trade of India in recent years, 82) 
a9 

(c) Growth of Public Investment in India since independence. j 

(1981 
Q.26 Do you think that the growth of population in India could be controlled 
without a recourse to coercive measures? If so, how? 


(1981) 
Q27 Explain briefly the Structural changes that accompany economic 
growth. Have there been 


any such changes in the Indian economy over 
the last 30 years? 


(1981, 1979) 
y the direction of trade? What have been the 


; (1981, 1979) 
ectives of economic Planning in India, Briefly 
cance of any one of them for the people of India. 


Q.29 State three main obj 
explain the signifi 


to ease the balance of payments 
problem? 
(1978) 
Q32 In what ways the growth of population has made economic 
development more difficult? 
(1978) 


Q.33 Give five main Teasons of poverty in India. 
(1978) 
Q34 Briefly analyse the growth of gross domestic Product in India since 


1952. To what extent has this meant improvement án the living 
conditions of the average Indian? : 


E) 
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UNIT III 


Q.1 Differentiate between small scale and large scale industries. Describe 
the importance of small scale industries in the economic development 


of India. 
(1987, 1985) 


Q2 Bring out the importance of agriculture in Indian economy. State three 


important causes of low yield per acre in India. 
(1986) 


Q.3 Suggest four remedies to speed up the progress of small and cottage 
industries in India. 
(1986) 


Q.4 Write short note on:- 


Role of transport and communication in Indian Economy'. 
(1986) 


Q.5 What is the importance of Cottage Industries to farmers in India? 


Suggest effective measures to develop any two cottage industries. 
(1985) 


Q.6 Describe the advantages and disadvantages of having industries in the 
Public Sector. Give suitable illustrations. 


(1985) 

Q-7 Discuss the Industrial Policy Resolution of 1956. What was its primary 
aim? 

(1984) 


Q.8 Give four practical suggestions to accelerate growth of large scale 
industries or small scale industries in the country. 
(1984) 


Q.9 Write short notes on : 
(a) Steps to improve productivity in Agriculture. 
(b) Recent development of means of transport an 


India. 
(1984) 


d communication in 


Q.10 Describe in brief the factors responsible for increasing agricultural 
production in India since 1950-51. ae 


Q.11 On what basis a small scale industry is distinguished from a large scale 
industry? Describe the main arguments for supporting the role of 
cottage and small scale industries in the Indian economy. What steps 


um D) 

has the Government taken in this respec! (1984, 1980) 

Q.12 Write short note on the role of transport and communication in national 

development. (1983) 

Q.13 Critically discuss the problems of Indian industries. What has the 
Government done to solve them? 

(1983) 
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D: 
Q.14 Give out concrete measures for the development of human resources of 


th G 
acti $1 (1983) 
Q.15 Write short notes on :- 

(a) Problems of Indian Industries. 
(1982) 

(b) Steps to increase agricultural production in India. 1982) 
( 

(c) Industrial policy of the Government of India. (4982) 


Q.16 Discuss the importance and problems of cottage and small scale 
industries in India. " 
(1982) 
Q.17 Describe the broad industrial policy of the Government of India during 
the last twenty five years. In what way has this policy contributed to 
the industrial development of the country? 


(1981) 
Q.18 Write short notes on :- 
(a) The growth of agricultural output since 1951. 
(b) Modemisation of Indian agriculture. 
(1981) 
(c) Land reforms since Independence. 
(d) Three important large scale industries. 
(1980) 
Q.19 Enumerate five main problems of cottage industries in India. 
(1981) 


Q.20 What is meant by consolidation of holdings? Describe the factors 
responsible for its slow progress in India. 


(1985) 
Q.21 Briefly describe the growth of agricultural output in India since 1951. 
How has this increase been achieved? 


(1980) 
Q22 Discuss the role of agrarian reforms in promoting agricultural 
development in India. 
(1979) 
Q.23 Name five important large scale industries in India. 
(1979) 


Q.24 Mention five important problems faced by small scale industries in 
India. 


(1979) 


^. 


Q.25 Examine the major changes in the industrial policy of the Government 


of India between 1947 and 1960. t3 
1 (1978) 
Q.26 What are the objectives of land reforms in India? To what extent have 


they been fulfilled? 


(1978) 


